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From the Chairman of the Board, and the Chief Executive Officer
FY11 Results

In FY11, your company delivered record sales of $4.84 billion, and record earnings per share of $9.32, while
generating strong free cash flow. This strong performance was the result of a renewed focus on efficiency
improvement and execution excellence. During the year, we initiated the company’s first ever dividend to return
additional value to our stockholders and, for the second year in a row, ATK earned a place on the Fortune 500 list
(ranking 472). These accomplishments were attained despite the significant challenges facing the broader defense
industry, which is generally experiencing flat-to-declining budgets.

Business Strategy

Our vision is to become a global, industrial company that develops and manufactures highly-engineered materials
and products that support mission-critical applications for the defense, aerospace, and security and sporting
markets. To accomplish this vision, we are pursuing opportunities to expand into adjacent and international
markets, grow our commercial capabilities, and identify strategic acquisitions that will help us deliver long-term
growth and stockholder value.

Last year the company’s international sales grew by a healthy 10%. To support continued international expansion,
we recently established regional offices in Europe, Asia/Pacific and the Middle East. These offices will serve as
forward-deployed assets to drive enhanced international engagement and growth. In addition, our tremendous
success in the Security and Sporting business creates a foundation for continued expansion into commercial
markets. And, we are expanding into the commercial aerospace structures business.

We have focused our discretionary resources on ensuring a pipeline of new, affordable, and innovative solutions
to the emerging needs of our customers. We have expanded successfully from a base in conventional munitions
to become a leading provider of precision munitions; from our capabilities in solid propulsion and fuzing into
missile systems; from military ammunition into commercial ammunition; and from commercial ammunition into
tactical systems and accessories. And we have harnessed our knowledge of materials and composites to gain
significant positions on several next-generation aircraft—both commercial and military. We will continue to build
on these proven capabilities and our track record of success.

We’re making solid progress across the company in moving key development programs into production, and our
focus on affordable innovation, competitive pricing, and executing a disciplined business model supports
long-term growth and continuous improvement in the company’s financial performance. We are aggressively
institutionalizing key processes and business disciplines across the company to deliver improved efficiencies and
have charted a course to attain overall margins approaching 12 percent.

Outlook

While the near-term impact of declining DoD and NASA budgets will pressure our financial performance in FY12,
we are committed to mitigating these impacts through improving efficiencies and penetrating new markets to
support healthy levels of revenue, EPS, and cash flow. We are confident that the initiatives we are implementing
across the company today will drive long-term margin improvement and organic growth in our existing portfolio,
continued expansion into international markets, and the ability to successfully execute strategic acquisitions that
will strengthen our capabilities and deliver long-term growth.

Sincerely,
Ronald R. Fogleman Mark W. DeYoung

Chairman of the Board President and Chief Executive Officer
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RS v PART T -
ITEM 1. BUSINESS' o |
Alliant Techsystems Inc. (“ATK” or the “Company”) is an aerospace, defense and commer01al

products company that operates in 23 states, Puerto Rico, and internationally. ATK was incorporated in
Delaware in 1990.

ATK has grown substantively as a result of both internal expansion and a series of acquisitions.
ATK has made the following acquisitions over the past five years:

* Swales Aerospace in June 2007 . . ' ~
. Eagle Industrres in March 2009 ‘ _
e Blackhawk Industries Products Group Unlimited, LLC in Apr11 2010

ATK isa leadmg producer of m111tary small-caliber ammunrtron for use in soldier-carried weapons
such as automatic and semi-automatic rifles, and machine guns. The Company is also one of the largest
producers of medium-caliber ammunition used by crew-served weapons on armored vehicles and =~
aircraft. ATK is one of the largest producers of military large-caliber ammunition used by tanks. In" ) f“
addition, the Company isa producer of ammumtron for the sport enthus1ast and law enforcement
markets CE ' e -

ATK 1s a leadmg manufacturer of. sohd rocket motors, supportmg tactrcal strateglc, m1ss11e
defense and space launch apphcatrons Its large solid rocket motors support all of NASA’s current. and
planned. h,uman spaceﬂrght programs, 1ncludmg the Space Shuttle, Constellation, the Intérnational
Space Station Cargo Resupply Services, and the planned Space Launch System heavy-lift’ vehicle. The
Company produces other large solid rocket motors used to launch a ‘wide variety of strateglc missiles
and launch vehicles for satelhte insertions or deep- space scientific exploration, mcludmg the Trident IT |
(“D5”) and Mlnuteman III which provrde strateglc ‘deterrence. capability for the United States and its’
allies; Ground based Missile Defense interceptors, SM-3 interceptors, and missile defense targets; and
Graphite Epoxy Maotors and Orlon Motors for launch vehicles such as the Delta II, Delta IV, Minotaur,
and Taurus. The Company also. produces smaller solid rocket motors for tactical missiles such as the
Hellfire and Maverick. In addition, ATK is a market leader in orbit insertion solid rocket motors that
place satellites in their proper orbit once they have arrived in space.

ATK is a prov1der of composite components for commercial and military aircraft, as well as B
affordable, precision-strike weapon systems. The Company manufactures medium-caliber chain guns for
use on a variety of land, sea and airborne platforms. It is a prov1der of satelhte and spacecraft .
components and. subsystems and has recently established itself as a provrder of tactlcal accessories for
military, security, law enforcement and sport enthusiast markets ATK provides propellant and energetrc
materials. It provrdes advanced missile warning sensors for a varrety of aircraft; fuses for a wide variety
of weapon systems; and advanced barrier. systems used by the U.S. Armed forces and its allies. ~
Additional busmess lanes include special mission aircraft for mtellrgence surveillance and
reconnarssance missions; and advanced ﬂares and decoys used for, night operations and search and
rescue m1ss1ons ©o-

We -conduct our bus1ness through a number of separate legal entities' that are listed in Exhrblt 21.
to this report. These legal entities are grouped into our.operating segments. The structure aligns. _ATK’
capabilities and resources with its' customers and markets and positions the Company for long-term
growth and improved profitability. As-of March 31, 2011, ATK’s four operating segments are- Aerospace
Systems, ‘Armament Systems, M1ss1le Products and Securlty and Sportmg L



Sales, income before interest, income taxes and noncontrolling interest, total assets, and other
financjal data for each segment for the three years ended March 31, 2011 are set forth in Note 15 to
the. consohdated financial statements, included in Item 8 of this report

References in this report to a particular f1scal year refer to the year ended March 31 of that
calendar year. :

Aerospace Systems

Aerospace Systems, which generated 30% of ATK’s external sales in fiscal 2011, develops and
produces rocket motor systems for human and cargo launch vehicles, convéntional and strategic
missiles, missile defense interceptors, small and micro-satellites, satellite components, structures and
subsystems, lightweight space deployables and solar arrays, and provides engineering and technical
services. Additionally, Aerospace Systems operates in the military and commercial aircraft and-launch
structures markets. Other products include illuminating flares and aircraft countermeasures The
following is a description of the divisions wrthln the group: ' :

Aerospace Structures

The division is a provider of composite aircraft components for military and commercial aircraft
manufacturers, primarily leveraging advanced automated composite fabrication techniques, including .
Fiber-Placement Machines and ATK-proprietary Automated Stiffener Forming Machines (ASFM). It
provides a ‘wide variety of composite parts for the F-35 II Lrghtnlng, a fifth- generatlon flghter arrcraft
for the U.S. military and its allies—these parts include upper and lower wing sklns fuselage ‘skins,
nacelles, ducts, and ‘access covers. It also provides composite radomes and apertures for ‘a number’ of
military a1rcraft including the RQ-4 Global Hawk. The division is nearrng completron of a commerc1al
aerospace composites center of excellence facility in Cleatfield, Utah, to support its commercral -
aerospace customers, including Airbus, GE, Rolls Royce, and Boeing. The d1v1s1on is under contract to
produce the majority of the composite stringers and frames for the Airbus A350XWB wide body
passenger ]etlmer using the ASFM process. Additional major commercral programs’ 1nc1ude productlon
of the fan containment case for General Electric’s GEnx engine which will be uséd to power the
Boeing 747-8 Cargo aircraft, and a partnershlp with Rolls Royce to produce the aft fan case for the o
Trent XWB engine, which will be used to power "the A1rbus A350 alrcraft T '

Space Systems Operations

~ The division is the production home for the Company’s reusable solid rocket motors for NASA's
current and planned human spaceflight programs, including the Space Shuttle, Constellation, the '
International Space Station Cargo Re- supply Services, and the planned Space Launch System heavy-hft
vehicle. In add1t1on the division produces a launch abort system (“LAS”) motor for the Orion crew
capsule that was designed to safely pull the crew away from the latunch vehicle i in the ‘event of an
emergency during the launch. The Space Shuttlé, Ares I/Arés V, and LAS programs dccounted for
approximately 10% of A’I‘K’s total revenue in fiscal 2011. The Space Shuttle program will conclude in
early fiscal 2012. During fiscal 2011, ATK continued performance on the Ares I program and achreved
all contractual milestones. The President’s GFY 2012 budget released in February 2011 identified
funding for ‘the continuation of the Space Launch System using, to the maximum extent possible,
existing Constellation Programs, which include the Ares I program. ATK believes.that the Ares I
program will be reformed and transitioned into the Space Launch System architecture, for which
funding has been.included in the President’s GFY 2012 budget request and which has strong
Congressional support. The recently-enacted GFY 2011 Appropriations Act for NASA codified in .
statute the funding level and program definition for the Space Launch System. The funding and
statutory direction in the 2011 NASA Appropriations Act matched the levels set in the 2010 NASA
Authorization Act signed by the President in October 2010. Congress will determine, as part of the



2012 appropriations legislative process, what the policy and funding levels for NASA will be and

allocate GFY 2012 funding for the Space Launch System. The Administration’s proposals are being -
debated in Congress, which will lead to a NASA appropriations bill, which should be passed by the" ‘end”
of ATK’s second quarter of flscal 2012. This leglslatlon could ultimately define NASA's future space
exploratlon program. ' o - ,

The division also produces large solid rocket motors for the Trident IT' (“D5”) Fleet Ballistic
Missile and the Minuteman III Inter¢ontinental Ballistic Missile. These two programs provide the
backbone of the Unitéd States’ strategic deterrence. The Minuteman III program completed its full
rate productlon in flscal 2010 and was reduced to a “warm-line” status in fiscal 2011. Additional sohd
rocket motors bemg produced by the division include GEM 40 and GEM 60 motors for the Delta 11,
Onon@motors for the Orbital Science’ Corporatlon s Pegasus®, Taurus®, and Minotaur launch vehlcles
and CASTOR® motors for Orbital Séience Corporation’s Taurus rocket, Missile Defense Agency
targets, and Germany’s MAXUS program. The division supplies Orion® motors for all three-stages of
the ground-based missile defense system. In addition, the division produces advanced flares and decoys
that provide illumination for search and rescue missions, and countermeasures against missile attacks.
The division also. produces thermal management systems that provide heating and cooling for
spacecraft, either on-orbit or traveling through the solar system. In fiscal 2010, the division -also
successfully delivered the first satelhte bus (“ORS 17y for the U.S. Air Force’s Operatlonally
Respons1ve Space program. . :

Structures and Components

The division is a U.S. supplier of satellite mechanical components and assemblies for a wide
variety of commercial, civil, and defense spacecraft programs. It has strong market positions in satellite
fuel and oxidizer tanks, precision structures, solar power arrays, deployable structures, and various
spacecraft composite primary and secondary structures. The division produces the very stable backplane
structure for the James Webb Space Telescope (“JWST”) mirrors, critically enabling that mission..
Under contract to Lockheed Martin, the division is now transitioning from low-rate to full-rate -
production on the Terminal High Altitude Area Defense (“THAAD”) for the mid-body aerostructures.
The business also supports multiple Lockheed-Martin A2100 spacecraft programs and:Orbital Science’s
STAR2 commercial geosynchronous programs. Additionally, the unit supports NASA’s manned space
initiatives via the solar arrays on the Orion/Multi-Purpose Crew Vehicle (“MPCV”) and the propulsion
tanks on Orbital Science’s Crew Resupply Service (“CRS”) Cygnus vehicle.

Armament Systems

Armament Systems, whlch generated 37% of ATK’s external sales in fiscal 2011, develops and .
produces military small-, medium-, and large-caliber ammunition, precision munitions, gun systems, and
propellant and energetic materials. It also operates the U.S. Army ammunition plant in Independence;.
MO and is under contract.to operate the Radford, VA U.S. Army ammunition plant through .
September 30, 2011. The following is a description of the divisions within, the group:

Advanced Weapons

The division is home to the majority of ATK’s precision fire weapons and large-caliber ammunition
programs. It is under contract to produce the Precision Guidance Kit for 155mm artillery and is the
developer and producer of the Mortar Guidance Kit for the U.S. Army’s Advanced Precision Mortar-
Initiative (“APMI”). The division is.a large producer of large-caliber ammunition for the United States
and allied nations. An additional program of note is the Individual Semi-Automatic Airburst System .
(“ISAAS”) under development for the U.S. Army. ATK was also awarded additional funding to support
urgent fielding of the ISAAS for operational evaluation in Afghanistan. Both the APMI and ISAAS
programs are undergoing successful initial field testing by U.S. Army forces in Afghanistan.



Energetic Systems

The division currently operates the Radford Army Ammunition Plant (“RFAAP”) in Radford,
Virginia, where it develops and produces a variety of energetics and-bomb fills, including nitrocellulose
and nitroglycerin. It also manufactures propellants for medium- and large-caliber ammunition and =
tactical rocket motors. On May 12, 2011, ATK was notified by the U.S. Army that the Company had
not been awarded the contract for the continued operation and maintenance of RFAAP. ATK is
currently under contract to operate RFAAP through September 30, 2011. ATK has requested a
Government Accountability Office review of the RFAAP competition decision after receiving a
debriefing from the United States Army. The decision to protest the award will not impact the facilities
production or delivery schedules during the protest period. We cannot give any assurances that ATK
will be successful with the outcome of this review. ATK will continue to operate its New River
Energetics facility located at RFAAP, which supports ATK’s commercial business, international program
efforts, and other business not directly associated with the RFAAP contract. - '

Intégrated Weapon Syster_n§ '

The division produces medium-caliber chain:guns and is a:systems integrator and designer of-
-medium-caliber ammunition for integrated gun systems globally: These gun systems are used on a -
varjety of ground combat vehicles, helicopters and naval vessels, including the Bradley Fighting Vehicle,
Light Armored Vehicle, coastal patrol craft, and Apache helicopter. To date, the division has supplied
more than 15,000 medium-caliber gun systems to the U.S. military and allied forces worldwide. New
products include the MK51 Modular Autonomous Weapon System and the M230LF gun system.

Small Caliber Systems

Since 2000, ATK has operated the Lake City Army Ammunition plant (“LCAAP”) in
Independence, MO. In fiscal 2011, the Company produced approximately 1.4 billion rounds of small--
caliber ammunition in the facility. ATK is currently under contract with the U.S. Army to operate the

LCAAP until fiscal 2014. The prime contract at Lake City accounted for approximately 15% of ATK’s
L total revenue in fiscal 2011. The division also provides non-NATO munitions-and weapons. systems to
R the U.S. Army for use by security forces in Afganistan. :

Missile Products.

Missile Products, which generated 14% of ATK’s external sales in fiscal 2011, is a leader in tactical
solid rocket motor development and production for a variety of air-, sea- and land-based systems. The
group serves a variety of domestic and international customers in the defense, aerospace, security and
energy markets in either a prime contractor, partner or supplier role. Missile Products is home to .
ATK’s missile defense interceptor capabilities, airborne missile warning systems, advanced fuzes, and
defense electronics. The group is developing the U.S. Navy’s Advanced Anti-Radiation Guided Missile
(“AARGM”) and the Multi-Stage Super Sonic Missile (“MSST”), as well as advanced air-breathing
propulsion systems and special mission aircraft for specialized applications. The following is . a
description of the divisions within the group:

Defense Electronics Systems

The division provides customers advanced radiation homing missile systems, special-mission
aircraft, missile warning systems, and mission support equipment. Key programs include the AARGM
missile, which is undergoing operational testing and evaluation by the U.S.:Navy; the AAR-47 missile
warning system used by U.S. and allied fixed and rotor-wing aircraft to defeat incoming missile threats;
and the MSST supersonic target missile for the U.S. Navy. The division also provides special:mission-




aircraft that integrate sensors, fire control equipment, and air-to-ground weapons capability for use in’
counterinsurgency, border/coastal surveillance, and security missions.

Y

Missile Subsystems & Components

The division prov1des customers with tactlcal h1gh-performance, solid rocket motor propulsion for
a variety of surface and air launched missile systems including Hellfire, Maverick, AMRAAM and
Sidewinder. The division is also home to fuzing and sensors for various artillery, mortar, grenade and
air-dropped weapons; metal components for various medium caliber gun and 120mm tank ammunition
and production of specralty composite and ceramic structures used on military platforms and in energy
applications.

Propulsion and Controls

The division provides customers with the third-stage propulsion and the solid divert and attitude
control systemis (“SDACS”) used to guide the kinetic warhead on the Standard Missile (“SM-3")
missile defense interceptor. The division is also home to precision fuzing programs, such as the Hard
Target Void Sensing Fuze (“HTVSF”). Additional capabilities include the STAR™ family of satellite
orbit insertion motors, high performance rocket boosters, the attitude control motor for NASA’s- launch
abort system on the Orion crew vehlcle and advanced air-breathing propuls1on for platforms desrgned
for Mach 3+ ﬂlght -

‘Security and Sborting
Security and Sporting, which generated 19% of ATK’s external sales in fiscal 2011, develops and

produces commercial products and tactical systems and equipment. The following is a description of the
divisions within the group: .

Ammunition -

The division develops and produces ammunition for the sport huntmg/sport enthusiast markets It
also produces ammunition for the local law enforcement, U.S. Government, and mternatlonal markets.
The division’s Federal Premium® line of ammunition enjoys a market- leadmg position. Additional
brands include Fusion®, Black Cloud @, Estate, Cartridge®, CCI®, Blazer ®, and Speer®. .

Accessories

The division includes ATK’s accessories product lines such as reloading equipment, gun care
products, targets and traps, riflescopes and mounts, and binoculars. These products are marketed under
a number of well-know brand names including: RCBS®, Outers®, Shooter’s Ridge®, Champion &,
Weaver Optics®, and Alliant Powder®.

The .division also provides tactical systems and equ1pment to the armed forces and .allies, special
operations forces, and law enforcement (both domestic and international). Eagle Industries is a
top-quality nylon'tactical- -gear ‘brand that focuses on large government contracts. Its equipment is Berry
Amendment compliant and is highlighted by Scalable Plate Carrier (“SPC”) components, Modular -
Lightweight Load-carrying Equipment (“MOLLE”), and spare parts that work with soft armor ballistic
protection to help military personnel lighten their loads.

Blackhawk Industries Products Group Unlimited, LLC (“Blackhawk”) was added to the group’s
portfolio in April 2010 and offers tactical gear and accessories for military, law enforcement, ‘homeland
security and commercial tactical use. Its brand and wide range of product accessories, such as apparel
and SERPA Holsters, are well suited to the commercial audience, as well as contract business.



Customers

Our sales come primarily from contracts with agencres of the U.S. Government and its prlme
contractors and subcontractors. As the various U.S. Government customers, including the U.S. Army,
NASA, the U.S. Air Force, and the U.S. Navy, make independent purchasmg decisions, we do not
generally regard: the U S. Government as one customer Instead, we view each agency asa separate
customer. o :

Fiscal 2011 sales by, custor'ner"_ were as follows: o

. Percent of Sales

Sales to:
US Army. ... B 30% .
NASA B T 13%
{ USNaVy ..... e 1%
U AIr FOrce . ..t i T S ’ T%
- Other U.S.:Government customers: ... ... ..... P : _7%
“Total U.S. Government customers . . . ... . e e o 68% S
- Commercial and fore1gn customers S, R
" Total ....... e e - 100% .

Sales to U.S. Government and its prlme contractors durmg the last three fiscal years were as
follows: o

US. Percent of * -

’?,:Fiscal.»-'». S e O Governiment sales. .- sales
2000 . $3,281 miillion “ 68%
2010 . . e 3,333 million 69%
2000 . . 3,486 million 76%

“Our rehance on'U.S. Government contracts-entails inherent benefits and risks, 1nclud1ng those
part1cular to the ‘aerospace and defense 1ndustry We derived approximately 15% of ‘our total f1scal
sales from the military small-caliber ammunition contract at Lake City. No other single contract -
contributed more than 10% of our sales in fiscal 2011. Our top five contracts accounted for -
approximately 28% of fiscal 2011 sales.

The breakdown of our fiscal 2011 sales to the U S. Government as a prlme contractor and a
subcontractor was as follows .

" Sales‘as‘a prrme'cOntractor R AR G %
Sales as a subcontractor .................. ... ... e S e 29%
Tot-al -f*:'fi R .»5;‘: T A - ST .. 100%

. ..No smgle customer other than the U. S Government customers hsted above accounted for more »b
than 10% of our. fiscal 2011 sales.

" Foreign sales for each of the last three fiscal years :are summarized below:

Fiscal . _ _ - o Foreign sales Percent of sales
2001w .. $695 million | 14.3% -
2010 ... .. .. T P eieeir..... 632million 131%
2009 ... e ... 386 million = 84%



. Sales to foreign governments must be approved by.the U.S. Department-of Defense (“DoD”) and
the U.S. State Department. or ‘U.S. Commerce Department. Our products are sold directly ‘to U.S. allies
as well as through the U.S. Government.- Approximately 22%: of these. sales were in. Aerospace. Systems,
50% were in Armament Systems, 11% were in Missile Products, and 17% were in Security and .
Sporting. Sales to no individual country out31de the Umted States accounted for ‘more than 4% of
ATK’s sales in fiscal 2011. :

Our major law enforcement customers 1nclude large metropohtan pohce departments the
Department of Homeland Security, the Federal Bureau of Investrganon and the U.S."Secret Service.
Major customers of our security and sporting business’ includg ‘retailers such as Walmart, Cabela’s, and
Gander Mountain, as well as large wholesale distributors: Major' commercial aerospace customers
1nclude Airbus S A S.; Rolls-Royce Group plc and General Electnc Company _

Backlog

Contracted -backlog'is the estimated value of contracts for which we are autherized to incur costs
and orders have been recorded, but for which revenue has not.yet been recognized. The total amount
of contracted backlog was approximately. $6.5 billion and.$6.7 billion-as of March 31, 2011 and 2010,
respectively. Included in contracted backlog as of March 31, 2011 was $1.5 billion of contracts not yet
funded consisting primarily of the Ares I program, which is discussed above. Approximately 53%. of
contracted backlog as. of March 31, 2011 is not expected to be ﬁlled w1th1n frscal 2012

Total backlog; whrch mcludes contracted backlog plus the value of unexercrsed optlons, was . o
approximately $6.7 billion as:of March 31, 2011 and $7 1: bﬂhon as of March 31, 2010. Hy

+ . o
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Seasonallty

Sales of sportlng ammunmon have historically been lower in our first fiscal quarter. Our other
bus1nesses are not generally seasonal in nature. B

Competltlon o

Our aerospace and defense businesses compete against other U.S. and foreign prime contractors
and subcontractors, many of which have substantially more resources to deploy than we do.in the
pursuit of government and industry contracts. Our ability to compete successfully in this environment
depends -on'a number of factor$, including the effectiveness and innovativeness of ‘research and
development programs, our ability to offer’ better program pefformance thdn our competltors at a
lower cost, our readiness with-respect to!facilities, ‘equipment, and personnel to undertake the programs
for which we compete, and outpast performance and demonstrated capab111t1es Additional‘ information
on the risks related to competition can be found under “Risk Factors” in“Item 1A. of this report. "

" Our Security and Sportifig business’ ccompetes ‘against manufacturers with well-established brand
names and ‘strong market-positions. ‘A key strategy in these highly competitive markets is the consistent:
flow of néw and innovative products We ‘also‘attempt to control-operating-costs; particularly for raw
materials, sinice retail consumer purchasing decisions are ‘often driven’ by price: Enhanced product = '
performance is-especially important to‘our law enforcement customers ‘as they rely on- “ourt products to
protect and serve the public.

ATK generally faces competition from a number of competitors in each business area, although no
single competitor competes along all of ATK’s segments ATK’s prrncrpal compet1tors in each of 1ts
segments are as follows: - _ ) =

Aerospace Systems AerOJet General Corporat1on a sub51d1ary of GenCorp Inc Kllgore -

‘Flares Company, LLC, a subsidiary of Chiemring North' ‘Americdn; Pratt & ‘Whitney '

Rocketdyne, Inc., a subs1d1ary of United Technologies Corporatlon‘ ‘Orbital Sciences Corporatlon



-~ General Dynamics-Integrated Space Systems;. Sierra Nevada Corporation; ‘AASC; GKN plc; Vought
+ Alrcraft Industries, Inc.; a division: of Triumph Group; Applied Aerospace Structures Corporation;
-+ Ball"Aerospace & Technologies: Corporation, a subsidiary of Ball Corporation; Keystone & ARDE
of United Technologies Corporation; and SpaceX. . . i e

Armament Systems: General Dynamics Corporation; BAE Systems; 'Ray'the‘,on Company, and .
various international producers of ammunition and guns. -

- .Missile Products: Aerojet-General Corporation, a-subsidiary of GenCorp Inc.; General -+ .
~Dynamics Corporation; Lockheed Martin. Corporation; Raytheon Company; Textron Inc.; Pratt &
Whitney Space and Missile Propulsion, a subsidiary of United Technologies Corporation; The .:
Boeing Company; L-3 Communications Corporation; Northrop Grumman Corporation; BAE ..
Systems, AAR Corp.; Goodrich Corporation; and Science Applications International Corporation
(“SAIC”). : o

Security and Sporting: - Winchester Ammunition of Olin Corporation; Remington Arms; and
various smaller manufacturers and importers, including Hornady, Black. Hills Ammunition, Wolf, - -~
.Rio. Ammunition; Fiocchi ‘Ammunition, and Selliers & Belloitt. ool e g

Research and Development -

We conduct extensive research and developmenit (“R&D”) activities. Company-funded R&D is
primarily for the development of next-generation: technology. Customer-funded R&D is comprised
primarily of activities'we conduct under contracts with the U.S. Government and its. prime contractors.
R&D expenditures in each of the last three fiscal years were as follows:

Company-funded Customer-funded

S T T Reséarch-and - - Research and
Fiscal ) : D_evelop,’mentv . Development
2011 ... e e $65.0 million  $688.1 million
2000 ... e 75.9 million  773.3 million . - ... -
2009 ... .iiiiiiiiiiesiiiiii . 815 million 8655 million

We use a broad range of raw materials in manufacturing our. products, including aluminum, steel, .-
copper, lead, graphite fiber, epoxy resins, and adhesives. We monitor the sources from which we - - _
purchase these materials in an attempt. to ensure there are adequate supplies to support our operations.
We also monitor the price of materials, particularly commodity metals like copper, which have :
fluctuated dramatically over the past several years. . . ST ;

We procure these materials from a variety of sources. In the.case of our government contracts, we
are often required to purchase from sources approved by the. U.S. DoD. . When these suppliers.or .
others choose to eliminate.certain materials-we require from their product offering, we attempt to
qualify other suppliers or replacement materials to ensure there are no. disruptions to our operations, -
Additional information -on the risks related to raw. materials can be found under “Risk Factors™ in ., .-
Item 1A. of this report. L -

Intellectual Property - " - - ¢N o _ S
As of March 31, 2011, we owned 510 U.S. patentsyi and 199 foreigh pa‘te'nts.b We also had = e
approximately 217 U.S. patent applications and approximately 168 foreign patent applications pending.
Although we m‘ajnuf,agture .var_llqy'é ’_.‘p'rcl)ducts'icoveréd by patents, we do not-Bé_iiéve that any single
existing patent, license, or group of patents is material to our success. We believe that unpatented .




research, development, and engineering skills also make an important contribution to our business. The
u.s. Government typlcally recerves royalty -free hcenses to. mventrons made under U. S Government

.....

we ordmanly requrre employees to 51gn confldentlahty agreements as a cond1t10n of employment

"As many of our products are.complex and involve patented and other‘ pro.prretary technologies, we:
face a risk of claims that we have infringed upon third-party intellectual property rights. Such claims
could result in costly and time-consuming litigation, the invalidation of intellectual property rights,:or -
increased licensing costs. . : -
Regulatory Matters
U.S. Governmental Contracts

We are subject to the procurement p011c1es and procedures set forth in the Federal Acqulsltlon o
Regulation (“FAR”). The FAR governs all aspects of government contracting, including competltlon v
and acquisition planning; contractmg methods and contract types; contractor qualifications; and
acquisition procedures ‘Every government contract contains a list of FAR provisions that must be T
complied with in order for the contract to be awarded. The FAR provides for regular audits and’
reviews of contract procurement performance, and admrnlstratlon Fallure to comply w1th the
provisions of the FAR- could result in contract termmatlon '

SREEY SRS

The U.S.:Government may terminate its contracts with its suppliers, erther for convenience or in:

the event of a default-as a result of our failure'to perform under the applicable contract. If a cost-plus

contract is terminated for convenience, we, are entitled to reimbursement of our approved costs and
payment of a total fee proportronate to the percentage of the work completed under the contract. If a
frxed-prrce contract is terminated for convenience, we are entitled to payment for items delivered to -
and accepted by the U. S. Government and fair compensation for work performed plus the costs of
settling and paying claims by terminated subcontractors other settlement expenses, and a reasonable
profit on the costs incurred or committed. If a contract termination is for default, we are paid an’
amount agreed upon for completed and-partially .completed products and services:accepted by the U.S.
Government and ‘may be liable to the U:S.:Government for repayment of any advance payments and "
progress payments related to the terminated portions. of the-contract, as well as excess costs incurred by
the U.S. Government:in procuring undelivered items from another source.Additional information-on -
the risks related to government contracts can be found under “Risk Factors” in Item'1A. of this report:

. We. also ‘must-comply with U.S. and foreign laws governing the export of munitions and other
controlled products and commodities. These include-regulations relating to import export control,
exchange controls; the Forelgn Corrupt Pract1ces Act and the antl-boycott prov1s1ons ‘of the U.S.-
Export Administration Act.* : S : Pl

Enwronmental

Our: operatrons are subject to a-number of federal state, and local envnonmental laws and
regulations. that govern the discharge, treatment, storage, rémediation-and disposal of certain. materlals;
and wastes, and restoration of damages to the environment. Compliance with these laws-and ks
regulations is a responsibility we take seriously. We believe that forward- -looking, proper, and
cost-effective management of. air, land, and water resources is vital to the long-term success of our
business. Our. envuonmental policy identifies key objectives for implementing this commitment
throughout our operations. Additional information on the risks related to envrronmental matters can be
found under “Rrsk Factors” in Item 1A.: of this report. - I RS
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Employees . o U e ; v R L L

As of Mafch" 31, 2011,ATK had more than 15,000 employees‘.rApprpx'iivné’éeiy“lﬂ%'vbf these .
employees Were covered by collective bargaining agreements. The majority of represented employees
work at three locations. Two of the major collective bargaining agreements have terris that expire in -
calendar 2011 and will be renegotiated during calendar 2011, and three others expire:in calendar 2012.
Exe‘cut:‘ive‘..,.()ﬂﬂiéers ’ ‘ ‘ | | o "

The following table sets forth certain information with respect to ATK’s executivé officers asof
May 1, 2011:

Name Age Title

Mark W. DeYoung ......... ...92 President and Chief Executive Officer e

Steven J. Cortese . . . . . ...+.. 49 Senior Vice President Washington Operations= .~~~
Kareri Davies . ..".........." 52 Senior Vice President and President Armament Systems -
Ronald P Johnson ........7. 48 Senior Vice President and President Security and Sporting
Michael A.'Kahn .........00 52 . Senior Vice President and President Missile Products
Blake E. Larson ... ......... 51 " Senior Vice President and President AeroSpace Systems
Robert E. Mullins. . . ....... 41 Senior Vice President Corporate Strategy. . D
KeithD.Ross ............. 54  Senior Vice Président, General Counsel and Sectetary

John L. Shreyer ...~ ....uz.~ .. 47 - Senior Vice President and Chief Financial Officer

Christine' A. Wolfs..... .2l 51 Senior Vice President Human Resources - - -

~Bach'of the abb\;qindi\‘z‘i&uéls serves at the pleasiré of ‘the Board of Dlrectors and is subject to -
reelection annually on the date of the Annual Meeting of Stockholders. No family relationship exists

among any of the ‘executive officers or among any of them and Jé{ﬁyiiiirect'{dlr of ATK. There are no
outstanding loans from ATK to any of these individuals. Information regarding the employment history

(in each case with ATK uiiless otherwise indicated) of edch of the.€xecutive officers is set forth below.”

Mark W. DeYoung has-served in his present position: since:February 2010. From 2006 to February
2010, he was:Senior Vice President and President Armament Systenis. From 2004 to 2006, he was. .
Senior Vice President, Ammunition Systems. From. 2002 to 2004, he was Group. Vice President,..:<~ .-
Ammunition Systems. From 2001 to 2002, he was President, Ammunition and Related.Producéts. Before
that, he was President, Lake City Ammiunition. . T S o G e

Steven J.. Cortese has held his present position since joining ATK in-October:2006. Prior:to joining
ATK, he served as Vice President, Programs and Budgets for Lockheed: Martin Washington Operations
from 2003 to 2006.-Prior to: that, he:served the U.S. Senate Appropriations Committee in a number of -
key staff leadership posts from 1986 to 2003, including Minority and Majority Staff Director:for the full
committee,

Karen Davies has held her present position since March 2010. From 2002 to March 2010, she was
the Vice President and-General Manager for.Small Caliber Systems. Prior to: that, she was Vice - °
President. Information Technology ‘and :CIO for ATK in Minneapolis. Before that, she was Vicer ... ..

President, Strategic Programs for Aerospace Group:: .~ .- : ,
Ronald B Johnson has held his present position since April 2010: From 2004 to March 2010, hé
was the V_igg\]‘_E"re_sidqﬁt and ‘Ge_n_e':'fral Manager of Commercial Products. Prior to joiniiig ATK in 2001,
he was Vice l?‘rt;lsidéi}t‘:b'f_ Finance, Controller, and Vice President of Logistics for Bl'buntf"iInteglfnatipnal.'
Michael A. Kahn has held his present position since August 3, 2010; From 2009 to August 2010;:he
was Executive Vice President Aerospace Systems. From 2008 to 2009, he was Vice President and
General Manager Launch Systems and, from 2001 to 2008, he was Vice President Space Launch
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Systems. Prior to that he held a number of leadership positions across a variety of programs and - -
operations of the Company. RN

Blake E. Larson has held his present position since: Apnl -2010. From 2009 to. March 2010, he:was: -
Senior Vice President and President Space Systems. From 2008 to 2009, he was Executive Vice

President Space Systems and General Manager Spacecraft Systems from August 2008 to. January 2009.

From 2006 to 2008, he was Executive Vice President Mission Systems Group. From 2005 to 2006, he.:. .
was Senior Vice President and President Advanced Propulsion and Space Systems. From 2004 to 2005,
he was Vice President and General Manager Space Systems. From 2003 to 2004, he was Executlve Vice
President Ordnance and Ground Systems He served as Presrdent Pre01s1on Fuze Company frorn 2000
to 2003. '

Robert E. Mullms has held his present pos1t10n since September 5 2010 Prior to Jommg ATK, he
served in avariety of executive positions with Northrop Grumman from 2002 to August:2010; ‘most:-
recently as Vice President, Operations, Strategy;:and Development. Prior to that, he was.an .~ - "
Internat10na1 Pohcy Analyst at the RAND Corporatlon

Kezth D Ross has held h1s present posrtron since 2004. From 2001 to 2004 he served as Vlce _
President and- Assistant General Counsel. Prior to joining ATK, Mr.-Ross held corporate legal posmons
in the manufacturing and financial services industries and was an attorney w1th the law. flrm of G1bson,
Dunn, and Crutcher. . ‘ O : -

“John L. Shroyer has held his present pos1t1on since Apnl 2006. From November 2009 to February
2010, he also served as ATK’s interim Chief Executive Officer. From November 2005 to April 2006 he
served as Vice Pres1dent Operations. He served as Vice President and General Manager, Ordnance
Systems from 2004 to November 2005. From 2002 to 2004 he was President of Tactical Systems, He
was Vice Pre31dent Tactical Systems from 2001 to’ 2002 and V1ce Pres1dent and Treasurer, Tactlcal
Systems, from 2000 to 2001.

Chrtstme A Wolf has held her present position since March 7 2011: She has nearly 30 years. of
experience in the Human Resources field. Prior to joining ATK, she was the Senior Vice: President: and
Chief Human Resources Officer for Fannie Mae from 2008 to March:2011. Prier to that, she was the .
Chief ,Human Resources Officer for E*Trade from 2004 to 2008.

Avallable Informatlon

You can- fmd reports on our company filed with the Secuntles and Exchange Commlss1on (“SEC”)
on our Internet site at www.atk.com under the “Investor Relations” heading free of charge. These
include our:annual report on Form 10-K, quarterly reports-on Form 10-Q, current reports on -

Form 8-K, and any amendments to those reports filed or furnished pursuant to Section 13(a) or. 15(d) :
of the Securities Exchange Act of 1934. We:make these:reports available as soon. as reasonably
practicable after they are electronically filed with, or furnished to, the SEC ,

You can also obtain these reports from the SEC’s Pubhc Reférence Room, which is located at
100 F Street NE, Washington, D.C. 20549. Informatlon on the operation of the Public Reference Room
is available by phone (1-800-SEC-0330) or on the Internet (wwwsec gov). This site contains reports, ;
proxy and 1nformat10n staternents and other 1nformat10n regardmg issuers that file electronically with”
the SEC. ' ‘
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ITEM 1A. RISK FACTORS

(“ATK is subject to a number of risks, including those related to being a U.S. Government
contractor. Some of the risks facing ATK are discussed below. '

ATK’s business could be adversely impacted by reductions or changes in NASA or U.S. Government military
spending. . S : v ,

" As the majority of ATK’s salés are to the U.S. Government and its prime contractors, ATK
depends heavily on the contracts underlying these programs..Significant portions of ATK’s sales come
from a small number of contracts. ATK’s top five contracts, all of which are contracts with the U.S.
Government, accounted for approximately 28% of fiscal 2011 sales. ATK’s military small-caliber
ammunition contract contributed approximately 15% of total fiscal 2011 sales. The loss or significant
reduction-of a material program in which ATK participates could have a material adverse effect on
ATK’s operating results, financial condition, or cash flows. '

ATK’s small-caliber ammunition operations for the U.S. military and U.S. allies are conducted at
the Lake City Army Ammunition Plant (“Lake City”)-in Independence, Missouri. Lake City is the
Army’s principal small-caliber ammunition-production facility and is the primary supplier of the U.S.
military’s’ small-caliber ammunition needs. ATK took over-operation of this facility on April 1, 2000 and
is responsible for the operation and management, including leasing excess space to third parties in the -
private sector. ATK is currently operating under a four-year supply contract with the U.S. Army as the
primary supplier of small-caliber ammunition to the U.S. DoD for both its training and tactical needs.
Production on this contract is expected to continue into fiscal 2014. Through the end of the current
contract, ATK will complete government funded. projects for modernization of the facility. ATK also
has a facilities-use contract for the plant that expires in April 2025. Although the facilities-use contract
expires 11 years after the plant production contract, if the plant production contract is not renewed,
ATK believes the U.S. Army would relieve ATK of all of its obligations under the facilities-use
contract. Future ATK production under this contract or levels of government spending cannot be-
predicted with certainty. For potential risks associated with the Lake City contract competition, see the
risk factor on competition discussed below.. = . L

In 2006, ATK was chosen by NASA to design, develop, and manufacture the first-stage for the
next-generation Ares I Crew Launch Vehicle, which was intended to replace the Space Shuttle launch
system, now scheduled for retirement from service in 2011. As the prime contractor for the"first'-stavgi:,'
in addition to a new five-segment motor derived from the Space Shuttle’s four-segment Reusable Solid
Rocket Motor (“RSRM”), ATK is also responsible for thrust vector control, stage separation motors,
forward and aft interface structures, ordnance, and parachute recovery systems. ATK believes that its
RSRM products used on the Space Shuttle and the Ares I Crew.Launch Vehicle for NASA’s
Constellation space exploration program will be important. to achieving affordable launch systems for
NASA. In August 2009, NASA released a study, referred to as the Augustine Report, which formed the
basis of the Administration’s GFY 2011budget released .on February 1, 2010. The Administration’s
released budget included the proposed cancellation of NASA's Constellation space exploration program.
During fiscal 2011, ATK continued performance on the Ares I program and achieved all contractual
milestones. The President’s GFY 2012 budget released in February 2011 identified funding for the
continuation of the Space Launch System using, to the maximum extent possible, existing Constellation
Programs. ATK believes that the Ares I program will be reformed and transitioned into the Space v
Launch System architecture, for which funding has been included in the President’s budget request and
which has strong Congressional support. Congress will determine, as part of the 2012 appropriation
legislative process, what the policy and funding levels for NASA will be and allocate GFY 2012 funding
for the Space Launch System. However, if Congress significantly changes NASA's GFY 2012 budget or
accepts the proposed cancellation of the Constellation program without appropriating funds for the
Space Launch System, there could be a material adverse effect on ATK’s operating results, financial
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condition, and cash flows, including the potential for substantial termrnatlon liability. If the program is
terminated, the Company believes that it will be reimbursed for certain amounts previously incurred, by
ATK, as well as amounts to be incurred by ATK, as part of that termination (e.g., severance,
environmental liabilities, termination administration). There can be no assurance that ATK will be
successful in collecting reimbursement of any termination liability costs.

In fiscal 2011, NASA sales relating to the Constellation contracts were approximately ‘$415 million
and as of March 31, 2011 ATK had approximately:

* $50 million of billed and unbilled receivables directly related to the program

* $92 million of net property, plant, and equlpment and other assets related to the Constellation
and other contracts, and

‘e $515 ’million of goodwill recorded related to the Space Systems Operations reporting unit

All of these assets would be subject to impairment testing if significant changes.are made to the
Constellation program and related contracts in future periods. ‘

U.S. Government contracts are also dependent on the continuing ava11ab111ty of Congress1onal
appropriations. Congress usually appropriates funds for a given program on a fiscal year basis even
though contract performance may take more than one year. As a result, at the outset of a major. =
program, the contract is usually incrementally funded, and additional monies are normally committed
to the contract by the procuring agency only as Congress makes approprratlons for future fiscal years.
In addltron most U.S. Government contracts are sub]ect to modrﬁcatlon if funding is ‘changed. Any
failure by Congress to appropriate additional funds to any program in which ATK participates, or any
contract modification as a result of funding changes, could materially delay or terminate the program.
This could have a material adverse effect on ATK’s operating results, financial condition, or cash flows.

ATK may not be able to react to increases in its costs due to the nature of its U.S. Government contracts.

ATK’s U.S. Government contracts can be categorized as either “cost-plus” or “fixed-price.”

Cost-Plus Contracts. Cost-plus contracts are cost-plus-fixed-fee, cost-plus-incentive-fee, or
cost-plus-award-fee contracts. Cost-plus-fixed-fee contracts allow ATK to recover its approved costs plus
a fixed fee. Cost-plus-incentive-fee contracts and cost-plus-award-fee contracts allow ATK to recover its
approved costs plus a fee that can fluctuate based on actual results as compared to contractual targets
for factors such as cost, quality, schedule, and performance. The award or incentive fees that are
typically associated with these programs are subject to uncertainty and may be earned over extended-
periods. In these cases, the associated financial risks -are pnmanly in lower profit rates or program
cancellatlon if cost, schedule, or technical performance issues arise. :

Fixed-Price Contracts. ~ Fixed-price contracts are flrm-frxed-prrce fixed-price- 1ncent1ve or fixed-
price-level-of-effort contracts. Under firm- -fixed-price contracts, ATK agrees to perform certain work for
a fixed price and absorb any cost underruns Or overruns. Fixed-price-incentive contracts are fixed-price
contracts under which the final contract price may be adjusted based on total final costs compared to.
total target cost, and may be affected by schedule and performance. Frxed-prrce-level -of-effort contracts. -
allow for a fixed price per labof hour subject to a contract cap. All fixed-price contracts present the
inherent risk of unreimbursed cost overruns. If the initial estimates used to calculate the contract prrce
and the cost to perform the work prove to be incorrect, there could be a material adverse effect on
operating results, financial condition, or cash flows. In addition, some contracts have specrfrc provisions
relating to cost, schedule, and performance. If ATK fails to meet the terms specified in those contracts,
the cost to perform the work could increase or ATK’s price could be reduced, which would adversely
affect the Company’s financial condition. The U.S. Government also regulates the accountrng -methods
under which. costs are allocated to U.S. Government contracts. - , '-
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The following table summarizes how ‘much each of these, types of contracts contributed to ATK’s

U.S. Government business i m f1sca1 2011

Costplus contmcts ' o ‘ L N .
Cost-plus-fixed-fee . . . ......... e e 10%

Cost-plus-incentive-fee/cost- plus—award fee ............ e - 19%
Fixed-price contracts: , ~ C E SR
Firm-fixed-price . . . ................. e PR S B %
Total .. ..o i e e R . .100%

ATK’s U.S. Government contracts are subject to termination.

ATK is subject to the risk that the U.S. Government may terminate its contracts w1th 1ts supphers
either for convenience or in the event of a default by the contractor. If a cost- plus contract is
terminated, the contractor is entitled to reimbursement of its approved costs. If the contractor-would
have incurred a loss had the entire contract been performed; then no profit is allowed by the U.S.:.
Government. If the termination is for convenience, the contractor is also entitled to receive payment of
a total fee proportionate to the percentage of the work completed under the contract Ifa f1xed-pr1ce
contract is terminated, the contractor is entitled to rece1ve payment for items delivered to and accepted
by the U.S. ‘Government. If the termination is for convenience, the contractor is also entitled to receive
fair compensation for work performed plus the costs of settlmg and paymg claims by terminated
subcontractors, other settlement expenses, and a reasonable profit on the costs incurred or commrtted
While the contractor is entitled to these claims under either type of contract, there can be no assurance
that these amounts will be recovered. If a contract termination is for default

¢ the contractor is paid-an amount agreed upon for: completed and partially- completed products |
and services accepted by the U.S. Government,

« the U.S. Government is riot liable for the contractor’s costs for unaccepted items, and is entitled
to repayment of any advance payments and-progress payments related to the terminated. -
portions of the contract, and

. » the contractor may be liable for excess costs mcurred by the U.S. Government in procurmg
undelivered items from another source.

ATK is sub_;ect to procurement and other related laws and regulatwns, non-compltance wzth whtch may expose
ATK to adverse consequences.

ATK is sub]ect to extensive and complex U. S Government procurement laws and regulations,
along with ongoing U.S. Government audits and reviews of contract procurement, performance, and -
administration. ATK could suffer adverse consequences if it were to fail to comply, even madvertently,
with these laws and regulations or with laws governing the export of controlled products and | .
commodities; or commit a significant violation of any other federal law. These consequences could .
PR include contract termination; civil and criminal penalties; and under certain circumstances, ATK’s
suspension and debarment from future U.S. Government contracts for a period of time. In addltron

ST foreign sales are subject to greater var1ab111ty and risk than ATK’s domestrc sales. Foreign sales sub]ect
ATK to numerous stringent U.S. and foreign laws and regulations, 1nclud1ng regulations relatmg to.
1mport export control, exchange controls, the Forelgn Corrupt Practices Act, and the anti- boycott v
provisions of the U.S. Export Administration Act. Failure to comply with these laws.and regulatlons -
could result in material adverse consequences to ATK.

In addition to-the regulation-related risks identified above, the manufacture sale -and purchase of
firearms ‘and ammunition are also subject to extensive governmental regulation on the federal, state - -
and local levels. Changes in regulation could materially adversely affect our business by restricting the:
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types of products we manufacture or sell or by imposing additional costs on us or our customers in
connection with the manufacture or sale of our products. Regulatory proposals, even if never enacted; -
may affect firearms.or ammunition sales as a result of consumer perceptions. While we do not believe
that existing federal and state legislation relating to the regulation of firearms and ammunition had a.
material adverse effect.on our sales, no assurance can be given that more restrictive regulatlons, if
proposed or - enacted wrll not have a materral adverse effect on us in the future. ‘

Novatzon of US. Govemment contracts mvolves risk.

When U.S. Government contracts are transferred from one contractor to another such as in
connection with the sale of a business, the U.S. Government may require that the partles enter into .a
novation agreement. A novation agreement generally provides that:

¢ the transferrrng contractor guarantees or otherwise assumes liability for the performance of the
acquiring contractor’s obligations under the contract, '

. the -acquiring contractor assumes all obligations under the contract, and

i the us. Government recogmzes the transfer of the. contract and related assets.

Other risks assoczated with U S. Government contracts may expose ATK to adverse consequences.

" In addition, like-all-U.S. Government contractors, ATK is subject to rlsks associated with uncertam
cost factors related to: -

* scarce technological skills an’dk’:omponents,

* the frequent need to bid on programs in advance of design completion, which may result in
- unforeseen technological difficulties and/or cost overruns,

* the sﬁbstanti_al time an& effort required for design and _developnlent,
* design complexity,
» rapid obsolescence, and

* the potential need for design improvement.

ATK is exposed to risks associated with expansion into commercial markets.

ATK’s long-term business growth strategy includes expansion into markets such as commercial
aerospace structures. Such efforts involve a number of risks, including increased capital expenditures,
market uncertainties, schedule delays, performance risk, extended payment terms, diversion of
management attention, additional credit risk associated with-new customers, and costs incurred in
competing with companies with strong brand names and market positions. An unfavorable event or
trend in any one or more of these factors could.adversely affect ATK’s operating results, financial
condition, or cash flows. :

ATK uses estimates in accounting Jor its prdgram.ét ""Cha‘nges in_estimates could affect ATK’s ﬁnancial _t_"éfd[tbf

Contract accounting requires judgment relative to assessing risks, estimating contract revenues, .- -
including the impact of scope change negotiations estimating program costs, and making assumptions-:
for schedule and technical issues. Due to the size and nature of many of ATK’s contracts, the =~
estimation of total revenues and cost at completion is complex and subject to many variables. v
Assumptions are made regarding the length of time to complete the contract because costs also include
expected increases in wages and prices for materials. Similarly, many assumptions are made regarding
the future impacts of such things as the business base, efficiency initiatives, cost reduction efforts, and
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contract changes and claim recovery. Incentives or penalties related to performance on contracts are -
considered in estimating revenue and profit rates, and are recorded when there is sufficient information
to assess anticipated performance. Estimates of award and incentive fees are also used in estimating -
revenue and profit. rates based.on actual and antlclpated awards. : o

Because of the s1gn1flcance of the judgments and estimation processes ‘described above, it is hkely
that materially different amounts could be recorded if ATK used differerit assumptions or if the
underlying circumstances were to change. Changes in underlying assumptions, circumstances or
estimates may adversely affect future period financial performance. Additional information on ATK’s
accounting policies for revenue recognition can be found under “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in the section: t1tled “Critical Accountmg
Policies” in Item 7 of this report. : ' : :

ATK has a substantial amount of debt and the cost of servzcmg that debt could adversely aﬁ'ect ATK’
busmess and hinder ATK’s ability to make payments on its debt:

As of March 31, 2011, ATK had total debt of $1.6 billion. In’ addition, ATK had-$187.5 million of ..
outstanding but undrawn letters of credit and, taking into account these letters of credit,. an -additional
$412.5 million of availability under its revolving credit fac111ty Additional information on ATK’s debt
can be found under “Liquidity and Capital Resources” in Item 7 of this report.

ATK has demands on its cash resources in addition to interest and principal payments on-its debt
mcludlng, among others, operating expenses. ATK’s level of indebtedness, possible interest rate =~ .
increases, and these significant demands on ATK’s cash resources could: :

* make it more difficult for ATK to satisfy its obl1gat10ns

* require ATK to dedicate a substantial portion of its cash ﬂow from operatlons to payments on
its debt, thereby reducing the amount of cash flow available for ‘working capital, capital
expenditures, acquisitions, share repurchases, dividends, and other genetal corporate purposes,

* limit ATK’s flexibility in planning for, or reacting to, changes in the defense and aerospace
industries,

. * place ATK at a competitive disadvantage compared to competitors that have lower debt service
obligations and significantly greater operating and financing ﬂexibility,

* limit, along with the financial and other festtictive covenants apphcable to ATK’s 1ndebtedness
among other things, ATK’s ab111ty to. borrow additional funds, :

D increase ATK’s vulnerabrllty to general adverse economic and 1ndustry condltlons, and

¢ resultin.a default event upon a failure to comply with f1nanc1al covenants contained in ATK’ g%
-senior credit facilities which, if not.cured or waived, ¢ould have a material adverse effect on
ATK’s business, financial condltlon, or results of-operations. - :

ATK'’s ability to pay interest on and repay its long-term debt and to satisfy its other liabilities will =
depend upon future operating performance and ATK’s ability to refinance its debt as it becomes due.
ATK’s future operating performance and ability to refinance will be affected by prevailing economic
conditions at that time and f1nan01al bus1ness and other factors many of Wthh are beyond ATK’s
control. : : i oo

If ATK is unable to serv1ce its 1ndebtedness and fund operating costs, ATK will be forced to adopt
altemative strategies that may include:

* reducing or delaying expendltures for cap1ta1 equlpment and/or share repurchases

* seeking additional debt financing or €quity cap1ta1

17




* selling assets, or T R SRR

. nestructurmg or refmancmg debt. .+ _:',:. CrEcnts o wh e s a TE L

There can be no assurance that any such strategles could be 1mp1emented on satlsfactory terms 1f
at all. e :

ATK is subJect to mtense competltwn and therefore may not be able ta compete success_ﬁdly

ATK encounters competltlon for most contracts and programs. Some of these competitors have
substantially greater f1nanc1a1 technical, marketmg, manufacturing, dlStI‘lbuthIl and other resources.
ATK’s ab111ty to compete for these contracts depends toa large extent upon '

e ts effectlveness and mnovatlveness of research and development programs
e 1ts ablhty to offer better program performance at a lower cost than the competltors

°;. 1ts readmess w1th respect to facﬂltles equ1pment and personnel to: undertake the programs for :
wh1ch it. competes ‘and - TP VIS TSR PR : -

i past performance and demonstrated capablhtles

In some instances, the U.S. Government directs a program to a smgle suppher In these cases,,
there-may be other suppliers who have the capability to.compete-for the programs involved, but they
can only enter or reenter the market if the U.S.-Government chooses to open the partlcular program to
competition, ATK’s sole-source contracts.accounted for 58% of U.S. Government sales in fiscal 2011
and include thi ',followmg programs: RSRM Space Shuttle boosters, Ares I first stage, Tndent II
missiles, Mmuteman III Propu1s1on Replacement Program, Advanced Medlum Range A1r to-Air _
Missile, Hellfire, Sensor Fuzed Weapon propulsion systems, M830A1 multl-purpose tank ammumtlon ’
rounds, M829A3 tank ammun1t10n M789 nghtwelght 30 High Exploswe Dual Purpose and M792
25mm High Explos1ve Incendrary—Traced with Self Destructing Fuze for medmm cahl:'ier ammunition,
the AAR-47 ‘missile warning system, J avelin launch tubes, SM 3 Solid Divert and Attitude Control
Systems and Third Stage Rocket Motors, STAR™ Motors, Advanced Anti-Radiation Guided Missile
(“AARGM”), Mobile ‘Ground-to-Air.Radar Jamming System, Splder barrier system and the Ind1v1dua1
Seml-Automatlc A1rburst“System (“ISAAS™).. 7. \ S

In the commermal ammunltlon and accessories markets, ATK competes agamst manufacturers that
have well—estabhshed brand names and strong market positions. Competltlve responses to market _
dynamlcs and commodlty cost ﬂuctuatlons could 1mpact the marketplace and cause adverse unpacts to.
ATK fmanmal results.

The rdowns1zmg of the munitions 1ndustr1al base has resulted ina reductlon in the number of
competitors through consolidations and-departures from. the:industry. This has reduced.the number of
competitors for some contracts and programs, but has strengthened the capabilities of:some of the-
remaining competitors.: In.addition, it'is possible that there will be increasing competition from the -
remaining competitors in business areas where they do not currently compete partlcularly in. those
business areas dealing:with electronics: S i v e

The government has initiated the Lake Clty competition. Receipt of the RFP and ATK’s subm1tta1
of the proposal is expected in ATK’s fiscal 2012 with the contract award expected in-September 2012.
Loss.of the Tlake City contract would reduce Armament System’s:sales and profit. The prime contract ,
at Lake C1ty accounted for approx1mately 15% of ATK’s total revenue in- flscal 2011. Loy gt

A LN : N oot ey
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ATK could experience a reduction in demand for commercial ammunition.

In recent years, ATK has seen a spike in demand for commercial ammunition. Although :ATK
sefvices a broad base of customers, a reduction in the demand for commercial ammunition to more
normal levels is expected and could have an adverse impact on the Company’s operating results.

Failure of ATK’s subcontractors to perform their contractual obligations could materially and adversely impact

ATK’s prime contract performance and ability to obtdin Juture business.

ATK relies on subcontracts with other companiés to perform a portion of the services ATK .
provides its customers on many of its contracts. There is a rigk that ATK may Have disputes with its”
subcontractors, including disputes regarding the quality and timeliness of work performed by the
subcontractor, customer concerns about the ‘'subcontract, ATK’s failure. to extend existing task orders or
issue new task orders under a subcontract, or ATK’s hiring of personnel of a subcontractor. A failure
by one or more of ATK’s subcontractors to satisfactorily provide on a timely basis the agreed-upon
supplies or perform the-agreed-upon services may materially and adversely. impact ATK’s ‘ability to
perform its obligations as the prime contractor. Subcontractor performance deficiencies couldiresult in ..
a customer terminating a contract for default. A default termination could expose AIK to liability and

have a material adverse effect on the ability to competé for future contracts and orders.
Disruptions in the supply of.key raw materials and difficulties in the supplier qualification process, as:well as

increases in prices of raw materials, could adversely impact ATK. W

Key raw materials used in ATK’s operations include aluminum, steel, steel aillqy}s‘,’.c':oﬁpef,fzinc}, o
lead, graphite fiber, prepreg, hydroxy terminated polybutadiene, epoxy resins and adhesives, ethylene
propylene diene monomet rubbers, cotton fiber, wood pulp cellulose, diethylether, x-ray film,
plasticizers and nitrate esters, impregnated ablative materials, various natufal and Synthetic rubber
compounds, polybutadiene, acrylonitrile, and ammonium perchlorate. ATK also purchases chemicals;
electronic, electro-mechanical and mechanical components; subassemblies; and subsystems that are

integrated with the manufactured parts for final assembly into finished prodiicts and systems.

ATK monitors sources of supply-to attempt to assure that adequate raw materials-and other : -
supplies needed in manufacturing processes are available. As a U.S. Government :contractor; ATK is -
frequently limited to procuring materials and components from sources of supply approved by the U.S.
DoD. In addition, as business conditions, the DoD budget, and Congressional allocations change,
suppliers of specialty chemicals and materials sométimes consider dropping low volume items from
their product lines, which may require, as it has in the past, qualification of new suppliers, for raw" -
materials on key programs. The supply of ammonium perchlorate, a principal raw material used in
ATK’s operations, is limited to. a single source that supplies the entire domestic solid propellant:~
industry: This single source, however, maintains two separate manufacturing lines a reasorable distance
apart, which mitigates-the likelihood of a fire, explosion, or other problem impacting all production.-
ATK may. also rely on one primary supplier for other production materials. ‘Althoughother. suppliers of
the same materials may exist, the addition of-a. new supplier may require ATK to qualify the new -
source for use. The qualification process may impact ATK’s profitability or ability:to meet: contract: -
deliveries. ’

- Certain suppliers of materials used in the manufactiiring of rocket motots have discontinued the .
production of some materials. These materials include certain insulation and resin materials for rocket
motor cases and aerospace-grade rayon for nozzles. ATK has qualified new replacement-materials’ for
some programs. For other programs, ATK or ATK’s customer has procured sufficient inventory to
cover current program requirements and is in the process of qualifying new replacement materials to be
qualified in time to meet future production needs. ATK’s profitability may be affected if unforeseen
difficulties in developing and qualifying replacement materials occur.
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ATK is also impacted by increases.in the prices of raw materials used.in production on commercial
and fixed-price business. ATK has seen a significant fluctuation in the prices.of commodity metals,
including copper, lead, steel, and zinc. The fluctuating costs of natural gas and electricity also have an
impact on the cost of operating ATK’s factories.

Prolonged dlsruptlons in the supply of any of ATK’s key raw materlals, difficulty completing
quahfrcatron of new sources of supply, unplementlng use of replacement materials or new sources of
supply, or a continuing increase in the prices of raw materials and energy could have a material adverse
effect on ATK’s operating restlts, financial condition, or cash ﬂows )

ATK’s future success will depend in part, on its ability to develop new technologzes and mamtam a qualified
workforce to meet the. needs of its customers.

Virtually all of the products produced and sold by ATK are hrghly engmeered and require
sophisticated manufacturing and system integration techniques and capabilities. Both the commercial
and government markets in which the Company operates are characterized by rapidly changing
technologies. The product and program needs of ATK’s government and commercial customers change
and evolve regularly. Accordingly, ATK’s future performance in part depends on its ability to identify
emerging technological trends, develop and manufacture competitive products, and bring those
products to market quickly at cost-effective prices. In addition, because of the highly specialized nature
of its business, ATK must be able to hire and retain the skilled and appropriately qualified personnel
necessary to perform the services required by its customers ATK’s operating results, financial
condition, or cash flows may be adversely affected if it is unable to develop new products that meet
customers’ changing needs or successfully attract and retain qualified personnel.

Due to ihe volatile and Jlammable naturc_of its products, fires or e@ksions may disrupt ATK’s business.

Many of ATK’s products involve the manufacture and/or handling of a variety of explosive and
flammable materials. From time to time, these activities have resulted in incidents which have -
temporarily shut down or otherwise disrupted some manufacturing processes, causing production delays
and resulting in 11ab111ty for workplace injuries and fatalities. ATK has safety and loss prevention
programs which require detailed pre-construction reviews of process changes and new operations, along
with routine safety audits of operations involving explosive materials, to mitigate such incidents, as well
as a variety of insurance policies. However, ATK cannot ensure that it will not experience similar
incidents in the future or that any similar incidents will not result in production delays or otherwise
have a material adverse effect on its results of operations, financial cond1t1on or cash flows.

ATK is subject to environmental laws and regulatwns that govern both -past practzces and current compizance
which may expose ATK to adverse consequences. v

ATK’s operations and ownershlp or use of real property are subject to a number of federal, state,
and local environmental laws and regulations, including those for discharge of hazardous materials,
remediation of contaminated sites, and restoration of damage to the environment. At certain sites that
ATK owns or. operates or formerly owned or operated, there is known or potential contamination that
ATK is required to investigate,. remediate, or provide resource restoration. ATK could incur substantial
costs, including remediation costs, resource restoration costs, fines, and penalties, or third party ’
property damage or personal injury claims, as a result of liabilities associated with past practices or
violations of environmental laws or non-cornpiiance with environmental permits.

ATK expects that a portion of its environmental compliance and remediation costs will be
recoverable under U.S. Government contracts. Some of the remediation costs that are not recoverable
from the U.S. Government that are associated with facilities purchased in a business acquisition may be
covered by various indemnification agreements, as described-below.
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- As part of its.acquisition of the Hercules Aerospace Company in fiscal 1995, ATK generally
assumed responsibility forcenvironmental compliance at the facilities acquired from Hercules
" (the “Hercules Facilities”). ATK believes that a portion of the compliance and remediation costs
associated with the Hercules Facilities will be recoverable under U.S. Government contracts. If
ATK were unable to recover those environmental remediation costs under these contracts, ATK
believes these costs will be covered by. Hercules Incorporated a subsidiary of Ashland Inc.,

" (“Hercules”) under environmental agreements entered into in connection with the Hercules
acquisition. Under thése agreements, Hercules has agreed to mdemmfy ATK for environmental
conditions relating to releases or hazardous waste activities occurring prior to ATK’s purchase of
the Hercules Facilities; fines relating to pre-acquisition environmental compliance; and

" environmental claims arising out of breaches of Hercules’ representations and warranties. v
Hercules is not required to indemnify ATK for any individual claims below $50,000. Hercules is
obligated to-indemnify ATK for the lowest cost response of remediation required-at the facility
that is acceptable to the applicable regulatory agencies. ATK is not responsible for conducting
any remedial activities with respect to the Clearwater, FL facility. In-accordance with its
agreement with Hercules, ATK notified Hercules of all known contamination on non-federal .. .
lands on or before March 31, 2000, and on federal lands on or before March 31, 2005.

-+ ATK generally assumed responsibility for environmental compliance at the Thiokol Facilitiés
acquired from Alcoa Inc. (“Alcoa”) in fiscal 2002. ATK expects that a portion of the compliance
and remedlatlon costs associated with the acqulred Thiokol Facilities will be recoverable under
U.S. Government contracts, In accordance with its agreement with Alcoa, ATK notified Alcoa of

* all known env1ronmental remed1at10n issués as of January 30, 2004. Of these known issues, ATK
is responsible for any costs not recovered through U.S. Government contracts at Thiokol
Facilities up to $29 million, ATK and Alcoa have agreed to split evenly any amounts between
$29 million and $49 million, and ATK is responsible for any payments in excess of $49 million.
At this time, ATK believes that:costs not recovered through U.S. Government contracts will be
immaterial.. ' : - '

ATK cannot ensure that the U.S. Government, Hercules, Alcoa, or other third part1es will
reimburse it for any particular environmental costs or reimburse ATK in a timely manner or that any
claims for indemnification will not be’ disputed. U.S. Government reimbursements for cleanups are
financed out of a particular agency’s operating budget and the ability of a particular governmental
agency to make timely reimbursements for cleanup costs will be subject to national budgetary
constraints. ATK’s failure to obtain full or'timely reimbursement from the U.S. Government, Hercules
Alcoa, or other third parties could have a material adverse effect on its operating results, financial
condition, or cash flows.

In December 2001, ATK received notice from the State of Utah of a potential claim against-ATK
under Section 107(f) of the Comprehensive Environmental Response, Compensation, and Liability Act
(“CERCLA”) for natural resource damages at Bacchus, one of the Hercules Facilities, in Magna, Utah.
The notice letter, which was issued to preserve the State’s rights under CERCLA, also expressly
acknowledged the State’s willingness to allow ATK to go forward with its currently-planned monitoring
and remediation program. The State’s preliminary estimate of damages contained in this claim was '
$139 million, which is based on known and alleged groundwater contamination at and near Bacchus =~
and is related to Herculés’ manufacturlng operatlons at the site. ATK has had discussions with the
State regarding this claim and entered into a tolling agreement with the State in fiscal 2002. In fiscal
2003, ATK entered into a similar tolhng agreement with the State regarding the Promontory facility
that was acquired from Alcoa in the acquisition of Thiokol. These agreements allow ATK time to
continue to identify and address the contamination by the normal and planned regulatory remediation
processes in Utah. The tolling agreements expire in January 2016 and September 2012, respectively.
Although ATK has previously made accruals for its best estimate of the probable: and reasonably
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estimable. costs related to the remediation obligations known to ATK with respect. to the-affected areas,
ATK cannot yet predict if or when arsuit may be filed against it, nor.can ATK determine. any addltlonal
costs that may be incurred in connection: with: this matter. Lot )

While ATK has enwronmental management ‘programs in place to mmgate r1sks env1ronmental
laws and regulations have not had a material adverse effect on ATK’s operating results, financial
condition, or cash flows in the past, and it is difficult to predlct whether they will have a materral
impact in the future.

The level of returns on pension and postretirement plan assets, changes in interest rates and other factors
could affect ATK’s earnings and cash flows. PR .

ATK’ s earnings may be posmvely or negatlvely 1mpacted by the amount of expense or 1ncome ’
recorded for employee benefit plans, prlmarlly pension plans and other postretlrement plans. Generally
accepted accounting principles (“GAAP”) in the United States of America require ATK 'to calculate
income or expense for the plans using actuarlal Valuatrons These Valuatlons are based on assumptrons
can result i 1n changes i in these assumptlons The key year -end assurnptlons used to estnnate pensron and
postretirement benefit expense or inconie for the following year are the. dlscount rate, the expected '
long-term rate of return on plan assets, the rate of increase in future compensat1on levels, mortahty
rates, and the health care cost trend rate ATK is requn‘ed to remeasure its _plan assets and benefit
obligations_ annually, which may result in’ a 81gn1f1cant change to stockholders equ1ty through other
comprehensive income (loss) ATK’s pension and other postretlrement benefit i income or expense can
also be affected by 1eg1s1anon or other regulatory actions. Additional information on how ATK’s
fmancral statements can be affected by pension plan’ accountmg pohcles can be found under .
“Management s Discussion and Analysis of Financial Condition and Results of Operatlons in the
section titled “Cr1t1cal Accountlng Policies” in Item 7 of this report. -

 Capital market volatility could adversely impact ATK’sbearnings because of _ATK’s capital stracture. o

As of March 31, 2011, ATK had: a-total of $499 million of convertible :senior subordinated notes
outstanding, subject to the terms.of various indentures: The indentures require ATK to-satisfy up to the

principal amount of these notes solely in cash. In addition, the indentures require :AATK to pay any .. -

additional amounts above the principal amount of the notes in cash, common stock, or a combination
of cash and common stock at ATK’s discretion. As the price of ATK’s common stockincteases above
the conversion price of the notes, ATK includes the dilutive impact of the number of shares that would
be issued if converted, which decreases earnlngs per ; share

ATK is also exposed to: the risk of fluctuation in. interest rates. If mterest rates- 1hcrease, ATK may:
incur increased interest expense on variable interest-rate debt or short-term borrowmgs Wthh could -
have an adverse 1mpact on ATK’s. operating results and cash flows.

Intematwnal sales are sulyect fo greater risks that sometzmes are assoczated w:th domg business in forezgn
countries. : o -

Over the next several years; 'ATK intends to focus on’'the expansion of our business into-
international markets. In fiscal 2011, approximately. 14% of:ATK’s sales 'were to foreign customers, -
compared-to 13% in the prior year. ATK’s international business may pose greater risks thamits: -
business in the United States because in some countries there is increased: potential for.changes in
economic, legal and. political environments. ATK’s international business is also. sensitive to changes.in
a foreign government’s.national priorities .and budgets. International transactions frequently involve:
increased financial and legal risks arising from foreign exchange rate variability and differing legal
systems and customs in other countries. In addition, some international customers require contractors
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to-agree to offset programs that may require in-country purchases or manufacturing or. financial
support arrangements as a condition:to awarding contracts. The contracts may include penalties:in the.
event the Company fails to perform in accordance with the offset requirements. An unfavorable event
or trend in any one or more of these factors could adversely affect ATK’s operating results, financial
cond1t1on, or cash ﬂows

ATK may pursue or complete acquisitions which represent additional risk and could impact future ﬁnancml
resulfs.

ATK’s business strategy.includes the potential for future acquisitions. Acquisitions involve a
number of risks including integration of the acquired company with ATK’s operations and
unanticipated liabilities or contingencies related to the acquired company. ATK cannot ensure that the
expected benefits of any future acquisitions will be realized. Costs could be incurred on pursuits or
proposed acqujsitions that have not yet or may not close Wthh .could significantly impact ATK’s
operatlng results, financial condition, or cash flows. Addltlonally, after the acquisition, unforeseen
issues could arise which adversely affect the anticipated returns or which are otherwise not recoverable
as an adJustment to the purchase price. Even after careful integration efforts actual operating results
may vary s1gn1flcant1y from initial estimates. Total goodwﬂl and intangible assets account for
approx1mately $1.4 billion of ATK’s recorded total assets. ATK evaluates goodwill and intangible assets
for impairment annually, or when evidence of potential impairment exists. The annual impairment test
is based on several factors requiring ]udgment Principally, a significant decrease in expected cash flows
or changes in market conditions may indicate potent1a1 1mpa1rment of recorded goodwill or intangible
assets. There was no indication of goodwill impairment in fiscal 2011; however, a $38 million trade
name impairment charge was taken during fiscal 2010 related to the decision to discontinue the use of
the Thiokol and Mission Research Corporation (MRC) trade names. Changes in future estlmated cash
flows, the substantial reduction in the market multiples, and the implied valuation of this and ‘
comparable companies led to a non-cash charge of $108 5 million for impairment of goodwill in ATK’s
Spacecraft Systems division in fiscal 2009. If the current economic conditions were to deteriorate, or if
ATK were to lose a significant contract or business, causing a decline in ATK’s stock price, estlmated
cash flows; or reduction in'the market multiples, additional impairments to-one or more businesses
could occur in future periods whether or not connected to. ATK’s annual impairment analysis. ATK will
continue to monitor the recoverablhty of the carrymg value of its goodwill and other long-hved assets.

ATK’s proﬁtablltty could be impacted by ummttczpated changes in its tax provrszons or exposure to addttzonal
income tax liabilities. . .. : . R S

ATK’s business operates in many locations under governmeént jurisdictions that impose income
taxes. Changes in domestic or foreign income tax laws and regulations, or their interpretation, could
result in higher or lower income tax rates assessed or changes in the taxability of certain revenues or.
the deductibility of certain expenses, thereby affecting income tax expense and profitability. In addition,
audits by income tax authorities could result in unanticipated increases in income tax expense.

ATK’s business could be negatively impacted by security threats and other disruptions.

As a defense contractor, ATK faces certain security threats, incliding threats to its information
technology infrastructure and unlawful attempts to gain access to its proprietary or classified
information. ATK’s information technology networks and related systems are critical to the smooth
operation of its business and essential to its- ability to perform day-to-day operations. Loss of security-
within this critical operational infrastructure could disrupt ATK’s operations, require significant
management attention and:resources and could have a material adverse effect on ATK’s performance.
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ATK also manages information technology systems for various customers. While ATK maintains
information security policies and procedures for managing these systems, the Company generally faces
the same security threats for these systems as for its own systems. Computer viruses, attermpts to gain
access to customer data or other electronic security breaches could lead to disruptions in mission
critical systems for ATK’s customers, unauthorized release of confidential or personally 1dent1f1able
information-and corruption of customer data.

These events could damage ATK’S reputation and lead to financial losses from remedlal actions it

- must take, ‘potential liability to customers and litigation expenses. .

ATK is involved in a number of legal proceedings. We cannot predict the outcome of litigation and other
contingencies with certainty.

ATK is subject to lawsuits, investigations, and disputes (some of which involve substantial amounts
claimed) which arise out of the conduct of ATK’s business. Resolution of these matters can be
prolonged and costly, and ATK’s business may be adversely affected by the ultimate outcome of these
matters that cannot be predicted with certainty. Moreover, ATK’s potential liabilities are subject to
change over time due to new developments, changes in settlement strategy, or the impact of evidentiary
requirements, and we may become subject to or be required to pay damage awards or settlements that
could have a material adverse affect on our results of operations, cash flows, and financial condltlon
Additional information can be found in Item 3 of this report ;

ITEM 1B. UNRESOLVED STAFF COMMENTS

There are no unresolved staff comments as of the date of this report.

ITEM 2. PROPERTIES

Facilities. As of March 31, 2011, ATK occupied manufacturing, assembly, warehouse, test, -
research, development, and office facilities having a total floor space of approximately 21 million square
feet. These facilities are either owned or leased, or are occupled under facilities-use contracts with the
U.S. Government.

Asof March 31,2011, ATK’s operatmg segments had significant operations at the followmg '
locations: ‘

Aerospace Systems . .. -Commerce, CA; Goleta, CA; San Diego, CA; Beltsville, MD; Iuka, MS;
- Dayton, OH; Brigham City/ Promontory, UT; Clearfield, UT, Magna, UT

- Armament Systems . . Mesa, AZ; Elk River, MN; Plymouth MN Independence, MO; Radford VA

Missile Products .. Woodland Hills, CA; Clearwater, FL Elkton, MD; Ronkonkoma NY; .
Fort Worth, TX ; Rocket Center, WV

Security and Sporting .  Oroville, CA; Boise, ID; Lewiston, ID; Anoka, MN; Fenton, MO; Laifes,_
Puerto Rico; Mayaguez, Puerto Rico; Norfolk, VA; Onalaska, WI

Corporate ...... ... Minneapolis, MN; Washington, D.C. \
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The following table summarizes the floor space in thousands of square feet occupled by each
operatmg segment as of March 31, 2011:. . - : L 5

Government

| | | ‘ | | Owned  Leased - Owned(®) Total '~
Aerospace Systems . . . . .. e 5321 3532 470 .. 9323 '
Armament Systems . . ................... 202 403 6532 7137
Missile Products .. ... o oo 489 - 482 .+ 1,110 - - 2,081 7
Security and Sporting . ... ... e w1615 562 o i 2177
Corporate ................ ... ... ..... — 134 — 134

CTotal ....... P 7627 5113 8112 20852
Percentage oftotal ..................... 3%  24% 39% 100% -

(€8] These fa0111t1es are occupied under facﬂltles contracts that generally requlre ATK to- pays
. for all utilities, services, and maintenance costs. :

. Land ATK also uses land that it owns or leases for assembly, test and evaluatlon in Brlgham o
City, Corrine, and Magna, UT, which is used by Aerospace Systems; in Elk River, MN, and Socorro,
NM; which are used by Armament Systems _

ATK personnel also occupy space at the following facilities that are not owned or operated by
ATK: Marshall Space Flight Center, Huntsville, AL; Kennedy Space Center, Cape Canaveral, FL
Vandenberg Air Force Base, Vandenberg, CA; and Picatinny Arsenal, Picatinny, NJ. .

ATK’s properties are well maintained and in good operating: condition and are sufficient to meet
ATK’s near-term operating requirements.

ITEM 3. LEGAL PROCEEDINGS

~From time to time, ATK is subject to various legal proceedmgs including lawsuits, whlch arise out
of, and are incidental to, the conduct of ATK’s business. ATK does not consider any of such ‘
proceedings that are currently pending, individually or in the aggregate, notwithstanding that the -
unfavorable resolution of any matter may have a material effect on our net earnings in any particular
quarter, to be material to its business or likely to result in a material adverse effect on its future
operating results, financial condition, or cash flows.

On or about April 10, 2006, a former ATK employee filed a qui tam complaint in federal court in’
Utah alleging that ATK knowingly submitted claims for payment to the U.S. Government for defective
LUU series illuminating flares that failed to conform to certain safety specifications and falsely certified
compllance with those spemflcatlons The lawsuit was initially filed under seal. ATK was first informed
of the lawsuit by the Uniited States Department of Justice (DOJ) on March 13, 2007. Thereafter, the -
DOJ intervened in the qui tam action and filed an amended complaint on November 2, 2007. On
May 29, 2008, ATK filed its answer to the complaint. On January 3, 2011, the trial court issued a
scheduling order setting a preliminary trial date of January 23, 2012. Fact d1scovery is substantlally
complete in the case. Expert witness discovery and pre- -trial motion practice is underway.

ATK denies any allegations of improper conduct. Based on what is known to ATK about the
subject matter of the complaint, ATK does not believe that it has violated any law or regulation and
believes it has valid defenses to all allegations of improper conduct. Although it is not possible at this
time to predict the outcome of the litigation, ATK believes, based on all available information, that the
outcome will not have a material adverse effect on its operating results, financial condition or cash
flows. Some potential, however, does remain for an adverse judgment that could be material to ATK’s
financial position, results of operations, or cash flows. As a result of the uncertainty regarding the
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outcome of this matter, no provision has been made in the financial statements with respect to this
contingent, hablhty

U.S. Government Investzgatlons ATK i also subject to U.S. ‘Government investigations from which
civil, criminal, or administrative proceedings-could result. Such proceedings could involve claims by the
U.sS. Government for fines, penaltres compensatory and treble damages, restitution, and/or forfeltures.
Under government regulations, a company, or one or more of its operating divisions or subd1v1s1ons
can also be suspended or debarred from government contracts, or lose its export privileges, based on
the results of investigations. ATK believes, based upon all available information, that the outcome of
any such pending government investigations will not have a material adverse effect on its operating
results, financial condition, or cash flows. v

Environmental Liabilities. ATK’s operations and ownership or use of real property are subject to a
number of federal, state, and local laws and regulations, including those for discharge of hazardous
materials, reniediation of contaminated sites, and restoration of damage to the environment. Due in
part to their complexity and pervasiveness, such laws and regulations have resulted in ATK being
involved with a numbeér of related legal proceedings, claims, and remediation obhgatlons ATK
routinely ‘assesses, based on in-depth studies, expert analyses, and legal reviews, its contingencies,
obligations, and commitments for remediation of contaminated sites and past practlces including
assessments of ranges and probablhtles of recoveries from other responsible parties. ATK’s policy is to
accrue and charge to expense in the current period any identified exposures related to environmental
liabilities based on est1mates of 1nvest1gat10n cleanup, monitoring, and resource restoratlon costs to be
lncurred :

ATK could incur substantial costs, 1nc1ud1ng cleanup costs, resource: restoration, flnes and ‘.
penalties or third-party property damage or.personal injury claims, as a result of violations or liabilities
under. environmental laws or non-compliance with environmental permits. While environmental laws
and regulations have not had a material adverse effect on ATK’s. operating results, financial condition,
or cash: flows in the past, and ATK has environmental management programs in place to mitigate these
risks, it is difficult to predict whether they will have a material impact in the future. ...

"The descnptlon of cértain environmental matters contained in Part II, Item 7, “Management’
Discussion and Analysis of Financial Condition and Results of Operatlons ‘under the heading -
“Contmgenaes is 1ncorporated herein by reference ' -

ITEM 4. REMOVED AND RESERVED
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“PART 1I-

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
t MATTERS, AND ISSUER PURCHASES OF EQUITY SECURITIES

ATK’s common stock is listed and traded on the New York Stock Exchange under the symbol
“ATK”. The following table presents the high and low sales prices of the common stock for the perrods

1ndrcated
Period T : o High - Low
Fiscal 2011: ‘ ' : ~ -
Quarter ended March 31,2011 ..................... ... $78.17 $66.90
Quarter ended January 2, 2011 .. ....................... 7996  71.78
. Quarter ended October 3,2010. . ... ............ovuon... 76.15. . 60.13
: Quarter ended July 4, 2010 . ... e 8398 6124
Fiscal 2010: _ . L
" Quarter ended March 31, 2010 . . e e $89.80 $76.27
Quarter ended January 3,2010 ........... e 9081, 7451
Quarter ended October 4,2009........... SR e 84.80  73.41
Quarter ended July 5,2009 . ........, L .. 9139 65585

The number of holders of record of ATK’s common stock as of May 8, 2011 was 7,524.

ATK pald cash dividends totahng $6.7 million on its common stock durmg the fiscal year ended
March 31, 2011. On May 3, 2011, ATK’s Board of Directors declared a quarterly cash dividend of $0.20
per share payable on June 30, 2011, to stockholders of record on June 6, 2011. We cannot be certain
that ATK will contiriue to declare dividends in the future, and as such, the amount and timing of any
future dividends are not determinable. ATK’s dividend policy is reviewed by the Board of Directors in
light of relevant factors, including our earnings, liquidity position, financial condition, capital
requirements, and credit ratings, as well as the extent to which the payment of cash dividends may be
restricted by covenants contained in ATK’s 6.875% and 6.75% Senior Subordinated Notes and-its New
Senior Credit Facility (as described under “Liquidity and Capital Resources” in Item 7 of this report).
As of March 31, 2011, ATK’s 6.875% and 6.75% Senior Subordinated Notes limit the aggregate sum of
dividends, share repurchases and other designated restricted payments to an amount based on ATK’s
net income, stock issuance proceeds, and certain other items, less restricted payments made, since
April 1, 2001. As of March 31, 2011, this limit was approximately $655 million. As of March 31, 2011,
the New Senior Credit Facility allows ATK to make unlimited “restricted payments” (as defined in the
credit agreement), which among other items, would allow payments for future stock repurchases, as -
long as ATK maintains a certain amount of liquidity and maintains certain senior debt limits, with a
limit, when those senior debt limits are not met, of $250 million plus proceeds of any equity issuances
plus 50% of net income since October 7, 2010. The Senior Credit Facility also prohibits dividend
payments if loan defaults exist or the financial covenants contained in the Facility are not met.
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Equlty Compensation Plan Information

The followmg table gives 1nformat10n about ATK’s common.-stock that may be issued upon the
exercise of opt1ons warrants and rights under each of ATK’s existing equity compensation plans as of
March 31, 2011

- Number of securities : ‘ " Number of securities renlaining
-+ to be issued upon - Weighted-average - available for future issuance
exercise of exercise price of under equity compensation
outstanding options, outstanding options, plans (excludmg securities
warrants and rights  warrants and rights reflected in column (a))
Plan category (@) , ® . (©
Equity compensation plans approved
~ by security holders: - :
1990 Equity Incentive Plan(l) ..... : - ,
Stock Options . ....-......... -~ 491,486 - $63.16 —
Deferred Compensatlon(Z) ...... 82,671 — — .
Non-Employee Director Restricted , _
Stock Plan(1) ............... . L=
Deferred Compensation(2). ... .. 9,474 — —
2005 Stock Incentive Plan(3) ... ... ‘ 975,643
Stock Options ... ............ 36,200 80.19 —
Performance Awards(4) ........ 838,162 — —
Deferred Compensation(2)....... 101,281 — ) —
Equity compensation plans not '
approved by security holders:
2000 Stock Incentive Plan(1) . : . ' '
~.Stock Options . .. ....... AN 79,236 53.06. : _ —
Total ......... B R * <) (L $62.85 - 975,643

(1) No additional awards may be granted under this plan ‘ _
2) Shares reserved for payment of deferred stock units in accordance with the terms of the plan

3 Under the 2005 Stock Incentive Plan, no more than 2,350,000 shares are available for performance
awards, restricted stock awards, restricted stock. units, dividend equivalents, and stock awards, and
.. of that number-only 50,000 shares may be.issued as stock awards. No more than 119,118 shares in-
the aggregate may be granted pursuant to awards to non-employee directors of ATK.

(4) Shares reserved for issuance in connection with outstanding performance awards. The amount
shown assumes the maximum payout of the performance shares based on achievement of the
highest level of performance. The actual number of shares to be issued depends on the
performance levels achieved for the respective performance periods.

The 2000 Stock Incentive Plan (the “2000 Plan”) is administered by the Personnel and
Compensation Committee (the “P&C Committee”) of ATK’s Board of Directors. ATK stopped
granting options and all other awards under the 2000 Plan in January 2004 and is only continuing the
plan for the exercise, payment or forfeiture of awards granted in or before January 2004. Under the
2000 Plan, all employees (other than officers and directors), consultants, and independent contractors
providing services to ATK or its affiliates were eligible to receive awards. The P&C Committee
designated the participants who received awards, determined the types and amounts of awards granted,
and determined the terms and conditions of awards granted, subject to the provisions of the 2000 Plan.
Awards granted under the 2000 Plan consisted of stock options, restricted stock, and performance
awards. Options granted under the 2000 Plan have an exercise price equal to the fair market value of
ATK’s common stock on the date of grant. Options granted under the 2000 Plan prior to January 2004
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vested in three equal annual installments and have a term of 10 years.-Options granted in January 2004
vested after three years and have a term of seven years. Options may vest immediately in the event of a
change in control of ATK (or, for ATK’s executive officers, in the event of a qualifying termination of
employment following a change in control) or in the event of a participant’s death, disability or
retirement. If an option holder’s employment terminates, the option remains exercisable for a fixed
period of time, as determined by the P&C Committee, up to the remainder of the option’s term.
Payment of the exercise price of an option may be made in cash or in shares of ATK common stock
previously acquired by the optlon holder

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of Shares Maxnmum Number of
Purchased as Part of Shares that May Yet
Total Number of Average Price Publicly Announced ° Be Purchased Under

Period Shares Purchased(1)  Paid per Share Program . the Program(2)

January 3 - January 30. . .. 652 $77.08 — o '

January 31 - February 27 . . — - e .

February 28 - March 31. .. 261 68,77 L= J

Fiscal quarter ended ' R .
March 31,2011 ....... 913 $Z4.70 —_ v 4,700,04,'.4

(1) The 913 shares purchased represent shares withheld to pay taxes upon vesting of shares. of -
restricted stock and performance shares that were granted under ATK’s incentive compensatlon
plans.

(2) On August 5, 2008, ATK’s Board authorized the repurchase of up to'5 m11110n shares. The: Board
has currently determined that the repurchase program will serve primarily to offset dilution from
the Company’s employee and director benefit compensation programs, but it may also be used for-
other corporate purposes, as determined by the Board. During fiscal 2009, ATK repurchased
299,956 shares for $31.6 million. No shares were purchased pursuant to this authorization during
fiscal 2010 or 2011. As of March 31, 2011 there were 4 700,044 remammg shares authorlzed to be’
repurchased. : '

" The discussion of limitations upon the payment of dividends as a result of the indentures
governing ATK’s debt instruments as-discussed in Part II, Item 7, “Management’s Discussion and’
Analysis of Financial Condition and Results of Operatlons” under- the headlng “Debt 2 is mcorporated
herein by reference. SN :
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STOCKHOLDER RETURN PERFORMANCE GRAPH

The following graph compares,. for the five fiscal years ended March 31, 2011, the cumulative total
return for ATK common stock with the- comparable cumulatlve total return. of two mdexes

. Standard & Poor’s Composite 500 Index a broad equity market 1ndex, and
* Dow Jones US. Aerospace and Defense Index -a published 1ndustry index.

The graph assumes that-on April 1, 2006, $100 was invested in ATK common stock (at the closmg
price on the previous trading day) and in each of the indexes. The comparison assumes that all *
dividends, if any, were reinvested. The, graph indicates the dollar value of each hypothetical $100
investment as of March 31 in each of the years 2007, 2008, 2009, 2010, and 2011 e

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN

$160 4

$140{ 134 _ S Cm
| e | 121 ___..--®
$1200 -= il - N N ' 5 e 114

N —_——
> -

$100 B3

 $80 - D SN e o2
$80 RN C e
i : - . a .
$60 - . e
$40
$20 -
$0 H - i 1 . 1 1 : 1 .
g 3/31/06 3/31/07. _. ' 3/31/08 " 3/31/09 /o 3B
M ‘ . ‘ .
—5— AlliantTechsystems Inc. —-A—- S&P 500 --© -- Dow Jehes us Aerdspaeé & Defensé.

30




ITEM 6. SELECTED FINANCIAL DATA

N

: Years Ended March 31 ::i
2011 TS0 Y20000w - 2009 - 2008°- .- 2007 .

(Amounts in thousands except per share data)
Results of Operations ST A o A
$4,842,264  $4,807,666 $4,583,224  $4,171,725 $3,565,072

Sales
Cost of sales SO D A N A 3,840,698 - '3,776,355 3,607,312 - 3,325,410 - 2,878,711
Gross profit .. ... e e 1,001,566 - 1,031,311 975,912 ... 846,315 ., 686,361
Operating expenses: o L o , . o

Research and development e, L. 764,960 75896 . 81,529 68333 ' 61,533

Selling ", ..w ... oL D 164,063 168,986 161,805 131,068 99,687

General and admlmstratlve B SLL 7 246,817 0 236,084 . °239;621 . 216,386 185,413

Trade name and goodwill impairment(2) . . .. — 38,008 108,500 — —
Income before interest, income taxes, and ~~ = ... I

noncontrolling interest . ............... 525,726 512,337 384,457 430,528 339,728
Interest expense,net ................... (87,052) (76,920) (86,408)  (102,473) (91,651)
Income before income taxes and noncontrolling . -

interest . .. ... e e e 438,674 . 435,417 298,049 328,055 248,077
Income tax provision . .................. 124,963 - 156,473 157,096 118,678 . 73,530
Income before noncontrolling interest. . . ... .. 313,711 - 278,944 +-140,953. - 209,377 174,548
Less net income attributable to noncontrollmg . . L D

interest . . ... ..., 0. e e 536 230 187 376 451
Net income attributable to Alliant o '

Techsystems Inc. .. ................. coo 8 313,175 $ 278,714 § 140,766 $ 209,001 $ 174,097
Alliant Techsystems Inc.’s earnings per common

share: _ :

BasiC .......0. i e $ 941 % 848 % 430 $ 635 $ 5.14

Diluted . . ......... ... .., $ 932 § 833 § 414 § 5947 § 5.03
Financial Position R : o - .
Net current assets- . . .......... e e $ 995747 § 931,163 $.573,434 $ 617,029 $ 525,746
Net property, plant, and equxpment ......... 587,749 561,931 540,041 492,336 454,748
Total assets(1) . . ... ... L. 4,443845 3,869,624 3,577,345 3,196,194 2,874,682
Long-term debt (including current portion) . . . . 1,609,709 = 1,393,554 1,387,603 1,364,301 1,341,974
Total Alliaiit Techsystems Inc. stockholders’ ' o : ‘ s o

equity(1) . ... .. o 1,156,758 798,594 665,971 810,344 644,131
Other Data
Depreciation and amortization of intangible

ASSEES .+ v e e e $ 111,186 $ 99830 $ 85753 $ 7748 $ 76,152
Capital expenditures(3) ................. 130,201 143,472 111,481 100,709 81,086
Cash dividends per common share . ......... 0.20 — — — —
Gross margin (gross profit as a percentage of

sales) . ... ... e 20.7% 21.5% 21.3% 20.3% 19.3%

(1) In fiscal 2008, ATK adopted the measurement provisions of the new standard on accounting for defined
benefit pension and other postretirement plans and remeasured its defined benefit pension and other
postretirement plan assets and benefit obligations. The after-tax cumulative effect changes of this adoption
included a net decrease in total Alliant Techsystems Inc. stockholders’ equity of $38.6 million and an increase
of $30.7 million in total assets.

(2) In fiscal 2010, ATK recorded a non-cash asset impairment charge of $38.0 million related to the decision to
discontinue use of the Thiokol and MRC trade names. ATK recorded a goodwill impairment charge of
$108.5 million in fiscal 2009. See Notes 1 and 7 to the consolidated financial statements.

(3) Capital expenditures are shown net of capital expenditures included in accounts payable and financed through
operating leases.

See Note 4 to the consolidated financial statements for a description of acquisitions made since the
beginning of fiscal 2009.
/
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS . :
(Dollar amounts in thousands except share and per share data and unless otherwzse mdzcated)

Forward-Looking Informatlon is Subject to Risk and Uncertamty

Some of the statements made and information contamed in this report excludmg hlstoncal
information, are “forward-looking statements” as defined in the Private Securities Litigation Reform
Act of 1995:-Forward-looking statements. give ATK’s current expectations or forecasts of future events
Words such as “may,?*‘will,” “expected ” “intend,” “estimate,” “anticipate,” “believe,” “project,” or .
“continue,” and-simiilar expressions are used to identify forward-looking statements. From:time to time,
ATK also . may provide: oral or written forward-looking statements in other. materials released to the .
public. Any or all forward-looking statements in this report and in any public statements ATK makes
could be materially different. They can be affected by assumptions used or by known or unknown risks
or uncertainties. Consequently, no forward-looking statements can be guaranteed. Actual results may-
vary materially. You are cautioned not to place undue reliance on any forward-looking statements. You
should also understand that it is not possible to predict or 1dent1fy all such factors and should not
consider the followmg list to be a complete statement of all potentlal I'lSkS and uncertainties. Any
change in. the followmg factors may 1mpact the achrevement of results

* reductions or changes in NASA or U.S. Government mllltary spendlng and budgetary pohaes
. and sourcmg strategy,

* increases in costs, which ATK may ‘not be able to react to due to the nature of its U.S.
Government contracts, : Coo .

o the potent1a1 termination of U.S. Govérnment contracts and the potent1a1 1nab111ty to recover
termination costs,

e government laws and other rules and regulatlons apphcable to ATK, such as procurement and
' 1mport export control

.. the novatron of U, S Government contracts

* other risks associated w1th U. S Government contracts ‘that mlght expose ATK to- adverse
consequences, o : Lo

. I'ISkS associated with expans1on into commercial markets,
. changes in cost and revenue estlmates and/or timing of programs _
* costs of servicing ATK’s-debt, including cash requirements- andamter-’e‘st rate fluctuations,
* intense competition, v o
. reduced demand for commerc1al ammunltlon
¢ performance of ATK’s subcontractors v o -

* supply, availability, and costs of raw materlals and components 1nc1ud1ng commodlty prlce
fluctuations,. o - S R o

« development of key technologies and retention of a qualified Workforce,
* fires or explosions at any of ATK’s facilities,

¢ ‘environmental laws that govern past practices and rules and regulations, noncompliance with
which may expose ATK to adverse consequences,

* actual pension and other postretirement plan asset returns and assumptions regarding future
returns, discount rates, service costs, mortality rates, and health: care cost trend rates,

* impacts of financial market disruptions or volatility to ATK’s:customers and vendors,
* greater risk associated with international business,
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¢ results of acquisitions,. = L s
* costs incurred for pursuits and proposed acquisitions that have not yet or may not close,
* unanticipated changes in the tax prov1s1on or exposure to addltlonal tax hablhtles,
* security threats or other dxsruptlons and
~» the costs and ultimate outcome of l1t1gat1on matters and other legal proceedmgs

This list of factors is not exhaustive, and new factors may emerge or changes to the foregoing -
factors may occur that would .impact: ATK’s business. Additional information regarding certain of these:
factors is contained in Item 1A of this report and may also be contained in ATK’s filings with the
Securities and Exchange Commission on Forms 10-Q and 8-K. All such risk factors are difficult to
pred1ct ‘contain mater1a1 uncertamtles that may affect actual results, and may be beyond our. control

Executlve Summary

" ATK is an aerospace, defense, and commerc1al products company and supplier of products to the’
U.S. Government, allied nations, and prime contractors ATK is also a major supplier of ammunition
and related accessories to law enforcement agencies and commercial customers. ATK is headquartered
in Minneapolis, Minnesota and has operatmg locat1ons throughout the United States, Puerto Rico, and
internationally. ; : - : :

ATK has aligned its business structure into four operating groups. These operating segments are
defined based on the reporting and review process used by ATK’s: chief executive officer and other
management. The operating structure aligns ATK’s capabilities and resources with its customers and
markets and positions the Company for long- term growth and improved prof1tab111ty As of March 31,
2011, ATK’s four operating groups are:

* Aerospace Systems, which generated 30% of ATK’s external sales in fiscal 2011, develops and
produces rocket motor systems for human and cargo launch vehicles, convent10na1 and strategic
missiles, missile defense interceptors, small and micro-satellites, satellite components, structures
and subsystems, lightweight space deployables and solar arrays, and provides engineering and
technical services. Additionally, Aerospace Systems operates in the military and commercial
aircraft and launch structures markets. Other products include ordnance, such as decoy and
illuminating flares.

* Armament Systems, which generated 37% of ATK’s external sales i in fiscal 2011, develops and
produces military small-, medium-, and large-caliber ammunition, precision munitions, gun
systems, and propellant and energetic materials. It also operates the U.S. Army ammunition
plants in Independence, MO and Radford, VA.

* Missile Products, which generated 14% of ATK’s external sales in f1sca1 2011, operates across the
following market areas: strike weapons, tactical propulsion, inspace propulsion, hypersonic
research, missile defense and missile interceptor capabilities, fuzes and warheads, composites,
special mission aircraft, and electronic warfare.

* Security and Sportmg, which generated 19% of ATK’s external sales in fiscal 2011, develops and
produces commercial products and tactical systems and equipment. :

Financial Highlights and Notable Events

Certain notable events or activities -affecting our fiscal 2011 financial results included the following;
Financial highlights for fiscal 2011 . .

* Annual sales of:$4.8 billion.

* Diluted earnings per share.of $9.32.
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* Annual orders of $4.8 billion with total backlog of $6.7 billion. at March 31, 2011.

«.During the third quarter of fiscal 2011, Aerospace Systems.recognized a $25 million reduction in
sales and profit on a commercial aerospace structures program. This reduction in sales and

. profit resulted from increased program costs, scope changes, and new. factory start-up processes.
ATK’s expected sales and profits on this program are based on management’s best estnnates of
total contract sales value, including contract funding negotiations, estimated costs, based on

_ current circumstances and assumptions regarding factors such as scheduling, material costs,
‘ performance penalties, and others..Any changes to these underlying assumptions or
‘c1rcumstances could positively or negatlvely affect future fmanc1al performance

* Annual tax rate of 28.5% which reflects the recognition of $22;289 of tax benefits in the second
. quarter of fiscal 2011 relating to the settlement of IRS audits of ATK’s fiscal 2007 and 2008 tax
returns, the retroactive extension of the federal research and development (R&D) tax credit,
~and 1ncreased benefits from the domestic manufacturing deduction (DMD)

- = The wind-down of the Space Shuttle program reduced annual Aerospace Systems sales by
approximately ‘$215 million compared to sales volume on the program:in the prior year period. -

Notable events .
* Effective Apnl 1, 2010, ATK reahgned its business structure into: four operatmg groups.

* On April 9, 2010, ATK acquired Blackhawk Industries Products Group Unlimited, LLC
(“Blackhawk™) for a purchase price of $172.3 million. Blackhawk isa manufacturer of high
; qua11ty tactrcal geat.”

_«On August 3 2010 the ATK Board of Directors elected Michael A Kahn to serve as Senior
Vice President and President, Missile Products group. Prior to his appointment, Mr. Kahn most
- recently served as the Executive Vice President of the Aerospace Systems group. A 22-year.
veteran of ATK, Mr. Kahn has held a number of executive level leadershlp pos1t1ons across a
- variety of programs and operations. v ~

s 'On September 13, 2010, ATK issued $350 000 aggregate principal amount of 6.875% Senior
~ Subordinated’ Notes that mature on S&ptember 15, 2020. Proceeds from the i issuance of'these
‘notes were used to pay off the Term A Loan due 2012.

O .+ In October and November 2010, ATK redeemed its 2.75% Convemble Semor Subordmated :
S Notes that were to mature on February 15, 2024 for their aggregate pr1nc1pal balance of
$279,763 in cash. . :

* On October 7, 2010 ATK entered into a Second Amended and Restated Credlt Agreement
_which is compnsed of a Term A Loan of $400,000 and a $600 000 Revolving Credit Facility, both
of which mature in 2015

* On November 4, 2010 ATK announced that its Board of Directors had declared the Company s
*first quarterly cash dividend. The $0.20 per share: dividend was pa1d on March 4, 2011 to
stockholders of record on February 8, 2011.

* On May 3,-2011, ATK’s Board of Directors declared a'quarterly cash dividend of $0.20 per share
. .- payable on June 30, 2011, to stockholders of record, on June 6, 2011.

* On May 12, 2011, ATK was notified by the U.S. Army that the Company had not been awarded

- a-contract for the continued operation and maintenance of the Radford U.S. Army ammunition
plant (“RFAAP”). ATK has requested a Government Accountability Office review of the.
RFAAP competition decision after receiving a debriefing from the United States Army. The . . .
decision to protest the award will not impact the facilities production or delivery schedules -

~ during the. protest period. We cannot give any assurances that ATK will be successful with the.

.. outcome of this review. See. further discussion within the Outlook section below.
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Outlook

Government Funding—ATK is dependent on funding levels of the U.S. Department of Defeiise
(DoD) and NASA. Lo e : .

The US defense industry has experienced significant changes over the years. ATK management
believes that the key to ATK’s continued success is to focus on performance, innovation, simplicity, and
affordability. ATK is positioning itself where management believes there will be continued strong
defense funding, even as pressures mount on procurement and research and development accounts.
ATK will concentrate on developing systems that will extend the life and improve the capability of
existing platforms. ATK anticipates budget pressures will increasingly drive the life extension of
platforms such as ships, aircrafts, and main battle tanks. ; e :

The Administration’s fiscal year 2012 budget request for the Department of Defense, released in
February 2011, demonstrated stability in major program funding, and total Procurement and Research
Development Test & Evaluation spending levels consistent with previous forecasts. Combined with
recent enactment of the fiscal year 2011 Defense Appropriations bill, the Administration and Congress
appear committed to a stable defense funding level through fiscal 2012, especiallyin regard to critical ~
training and combat operations demands by the military services.

" The Administration’s fiscal year 2011 budget report, released on February 1, 2010, included the
proposed cancellation of NASA’s Constellation space exploration program. During fiscal 2011 ATK
continued performance on the Ares I program and achieved all contractual milestones. The President’s
GFY 2012 budget released in February 2011 identified funding for the continuation of the Space
Launched System using, to the maximum extent possible, existing Constellation Programs. ATK believes
that the Ares I program will be reformed and transitioned into the Space Launch System architecture,
for which funding has been included in the President’s budget request and which has strong
Congressional support. Congress will determine, as part of the 2012 appropriation legislative process,
what the policy and funding levels for NASA will be and allocate GFY 2012 funding for the ‘Space
Launch System. ATK’s current best estimate of fiscal 2012 sales related to the program is
approximately $300-350 million. However, if Congress significantly changes NASA's GFY 2012 budget
or accepts the proposed cancellation of the Constellation program without appropriating funds for the
Space Launch System in line with our.current estimates, there could be a material adverse effect on
ATK’s operating results, financial condition, and cash flows, including the potential for substantial
termination liability. If the program is terminated, the Company believes that it will be reimbursed for
certain amounts previously incurred by ATK, as well as amounts to be incurred by ATK, as part of that
termination (e.g. severance, environmental liabilities, termination administration). There can be no
assurance that ATK will be successful in collecting reimbursement of any termination liability costs.

and as of March 31, 2011 ATK had approximately: ‘ N
* $50 million of billed and unbilled receivables directly related to the program

In fiscal 2011, NASA sales relating to the Constellation contracts were approximately'$415 million

"+ $92 million of net property, plaht, and equipment and-other assets related to.the Constellation
and other contracts, and Lo -

* $515million of goodwill recorded related to the Space Systems Operations reporrtingr unit-

All of these assets would be subject to impairment testing if significant changes- are made to the
Constellation program and related contracts in future periods.

‘As discussed above, on May 12, 2011, ATK was notified by the U.S. Army that the Company had
not been awarded a contract for the continued operation and maintenance of the RFAAP. ATK has
requested a Government Accountability Office review of the: REAAP competition decision after -
receiving a debriefing from the United States Army. The decision to protest the award will not-impact
the facilities production or delivery schedules during the protest period. We cannot give any assurances
that ATK will be successful with the outcome of this review. Loss of the Radford facility management
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contract will reduce Armament System’s and ATK’s sales and profit. ATK will continue to operate its
New River Energetics facility located at RFAAF, which supports ATK’s commercial business,
international program efforts and other business not directly associated with the RFAAP contract,
therefore ATK does not expect to lose all revenues associated with this division. External sales and
EBIT from the RFAAP contract were approximately $233 million and $14 million, respectively, during
ATK’s fiscal 2011. ATK is currently under contract to operate.the REAAP through September 30, 2011,
and we expect there to be some transition period that could extend beyond that date; therefore we
anticipate continued Radford revenues into fiscal 2012. We are still evaluating the potential impacts of
the loss of the contract, but at this time we do not anticipate any material 1mpa1rment severance, or
other charges. : :

The government has initiated the Lake City competltlon Recelpt of the RFP and ATK’s submittal
of the proposal is expected in ATK’s fiscal 2012 with the contract award expected in September 2012.
Loss of the Lake City contract would reduce Armament System’s sales and profit. The prime contract
at Lake City accounted for approximately 15% of ATK’s total revenue in fiscal 2011

Recent Developments m-U.S. Cost Accountzng Standards ( “CAS’ ’) -Pension Recovery. Rules—The
Company maintains defined benefit plans that are subject to CAS and Pension Protection-Act of 2006
(“PPA’) requirements. On May 10, 2010, the CAS Board published an Advance Notice of Proposed
Rulemaking that if adopted would provide a framework to partially harmonize the-CAS rules with the .
PPA requirements. The proposed CAS rule includes provisions for a transition period from the existing -
CAS requirement to a partially harmonized CAS requirement. As published, the proposed rule would
partially mitigate the near-term mismatch between PPA-amended Employee Retirement Income
Security Act (ERISA) minimum contribution requ1rements which would not yet be recoverable under
CAS. However, until the ﬁnal rule is pubhshed and to the extent that the final rule does not
completely eliminate any mismatch between ERISA fundmg requirements. and CAS, government »
contractors mamtamlng defined benefit pension plans in general would still experience a timing
mismatch between required contributions and the CAS recoverable pension costs. The CAS Board has
yet to issue a final rule; however, based on the proposed rule and depending on the timing of its
ultimate release and effective date, the earhest the requlrements of the final rule. could apply to ATK’s
contracts is flscal year 2013 »

Critical Accountmg POllCleS :

ATK’s discussion and analysis of its financial condition and results of operations are based upon
ATK’s consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. In preparing the consolidated financial statements, -
ATK makes estimates and judgments that affect the reported amounts of assets, liabilities, sales,
expenses, and related disclosure of contingent assets and liabilities. ATK re-evaluates its estimates on
an on-going basis. ATK’s estimates are based on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances. Actual results may dlffer from these -
estimates under different assumptions or conditions.

ATK believes the following are its critical accounting policies that affect its more significant
judgments and estimates. used in the preparation of its consolidated financial statements.

Revenue Recogmtwn

Our sales come pnmanly from contracts with agencies of the U.S. Government and its prime
contractors and subcontractors. As the various U.S. Governiment customers, including the U.S. Army,
NASA, the U.S. Air Force, and the U.S. Navy, make independent purchasing decisions, we do not
generally regard the U.S. Government as one customer. Instead, we view each agency as a separate
customer.
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Fiscal 2011 sales by customer were as follows:
» ' ) " Percent 'of! ES;ales'.. -

- Sales to: S e

US. Army . ... e » - . 30% ;
NASA .. ... ... oo, e e e e e e e L 13%
. U.S. Navy .............. e et S e e e - 11%
. US. AirForce............... e R o 1%
Other U.S. Government customers. . . . . . . e R ._7%
Total U.S. Government CustOmers . . .. ...........oou.... .. 68% - -
Commercial and foreign .customers ... ................... vewn 0 132%
Total.é;‘;...'v...-.........".ﬂ.»....~:'.':;-...“.‘~..:.' ...... 100%

Long-Term Contracts—The ma]orrty of ATK’s sales to the U.S. Government and commercra] and
foreign customers are accounted for as long-term contracts. Sales under long- -term contracts are
accounted for undér the percentage-of-completion method and include cost-plus and fixed-price
contracts. Sales under cost-plus contracts are recognized as costs are incurted. Sales under fixed-price -
contracts are either recognized as the actual cost of work performed relates to ‘the estimate 4t
completron (“cost-to-cost™) or based on results ‘achieved, which usually coincides with customer
acceptance ‘(“units-of-delivery”). The majority of ATK’s total revenue is accounted for- usmg the
cost-to- cost method of accounting. - ~ S S

Profrts expected to be. realized on contracts are based on management estlmates of total contract ,
sales value and’ costs at completron Estimated amounts for contract changes and c1a1ms are included in
contract sales only when realization is estimated to be probable. Assumptlons used for recording sales
and earnings are adjusted in the perlod of change to reflect revisions in contract value and est1mated
costs. In the period in which it is determined that a loss will be incurred on a contract, the entrre
amount of the estlmated gross margm loss is charged to cost of sales.

: Contracts may contain provisions to earn incentive and award fees if spec1f1ed targets.are. achreved
as well as penalty provisions related to performance. Incentive and award fees and penalties that can be
reasonably estimated and are probable are recorded over the performance period of the contract.
Incentive and award fees that cannot be reasonably estimated are recorded when awarded..

‘The complexity of the estimation process and all issues related to-assumptions, risks, and
uncertainties inherent with the application of the cost-to-cost method of accounting affect the amounts. -
reported in ATK’s financial statements. A number of internal and external factors affect the cost of -
sales estimates, including labor rate and efficiency variances, overhead rate estimates, revised estimates
of warranty costs, estimated future material prices, and-customer specification and testing requirement :
changes. If business conditions were different, or if ATK had used different assumptions in‘the
application of this‘and' other accounting policies, it is likely that materially different amounts would be
reported in ATK’s financial statements. In the past, ATK’s estimates and assumptions have been =
materially accurate. . L ‘ . , e e

Other Revenue Recogmtlon Methodology—Sales not recognized under the Iong term contract”
method primarily relate to sales within the Security and Sporting group which are recognized when
persuasive evidence of an arrangement exists, the product has been delivered and legal titleand all -
risks of ownership have been transferred, written contract and:sales terms are complete, customer
acceptance has occurred, and payment is reasonably assured Sales are reduced for allowances and
price discounts. o : U R T :

37




Fiscal 2011 sales by revenue recognition method were as follows: |

Percent of Sales
) ——————————

Sales recorded under

i .Long-term contracts method . . . . ... e e 81%
Other method . .. .. EI e e e e e e e e e 19%
L 7 1 S S 100%

Ei'r'zplo;’ee‘ BeneﬁtPlans

Defined Benefit ‘Pension Plans. ATK’s noncontributory defined benefit pension plans (the “Plans”)
cover substantially all employees hired prior to January 1, 2007. Eligible non-union employees hired on
or after-Jaritiary 1, 2007 and certain union employees are not covered by a defined benefit plan but
substantially all do receivé an employer contribution through a defiried contribution plan. Plans provide
either pension benefits based on employee annual pay levels and years-of credited service or based on
stated amounts for each year of credited service. ATK funds.the Plans in accordance with federal .
requirements calculated. using appropriate actuarial methods. Plan assets for ATK are held in a trust,
and are invested in a, dlver51f1ed portfolio of equity investments, fixed income investments, real estate, .
timber, .emergy investments, hedge funds, private equity, and cash.. For certain Plan assets where the fair
market value. is. not readﬂy determmable estimates of the fair value are determined using the best
available. mformatmn including the most recent audlted financial statements

ATK also sponsors nonqualified supplemental executive retirément plans wh1ch prov1de certain .
executives and highly compensated employees the opportunity to. receive pension benefits in excess of
those payable through tax qualified: pension plans.

-~ ATK récorded pens1on expense for the Plans of $129, 139 in fiscal 2011, an increase of $57,044
from $72,095 offperision expense recorded in- fiscal 2010. The fiscal 2010 expense includes - a settlement
charge of $6,287 related to payment of benefits from the nonqualified supplemental executive
retirement plan. The expense related to these Plans is calculated based upon a number of actuarial
assumptions; -including the expected long-term rate of return on plan assets, the discount rate, and the
rate of compensation.increase. The following table sets forth ATK’s assumptions used in determining
pension .expense for fiscal 2011, 2010, and 2009, and projections for fiscal 2012:

_ Years Ending March 31
20122011 2010 2009

. Expected long-term rate of return on plan assets .. . . . . «. 8.00% 8.00% 8.00% 9.00% .,

- Discount rate .. ... ... S eeeev. 5.60% 5.90% 8.15% 6.80%

" Rate of compensation increase: ’
L0511 7e ) 1 3.79% 3.84% 3.82% 3.75%
SEIATIEd s i e 4.02% 4.05% 4.09% 3.95%

In developing the expected long-term rate of return assumption, ATK considers input from its
actuaries and other advisors, annualized returns of various major indices ovér a long-term time horizon
and ATK’s own historical investment returns. The expected long-term rate of return of 8.0% used in
fiscal 2011 for the Plans was based on an asset allocation range of 35-50% in equity investments,
25-40% in ‘fixed i income investments, 5-15% in real estate/real asset investments, 5-27% collectlvely m
hedge fund and pr1vate ‘equity investments, and 0-6% in cash investments. The actual return in any
fiscal year will likely differ from ATK’s assumption, but ATK estimates its return based on long-term
projections and histerical results. Therefore, any variance in a given year does not necessarily indicate
that the assumption should be changed. . .-

In’ determining its discount rate, ATK uses the current investment yields on high-quality corporate
bonds (rated AA or better) that coincide with the cash flows of the estimated benefit payouts from
ATK’s plans. The model uses a yield curve approach to discount each cash flow of the liability stream
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at an interest rate specifically applicable to the timing of the respective cash flow. The model totals the
present values of all cash flows and calculates the equivalent weighted average discount rate by
imputing the singular interest rate that equates the total present value with the stream of future cash
flows. This resulting weighted average discount rate is then used in evaluating the final discount rate.
The discount rate was 5.60%, 5.90%, and 8.15% at March 31, 2011, March 31, 2010, and March 31,
2009, respectively. The discount rate as of March 31 impacts the following fiscal year’s pension expense.

Future actual pension expense can vary significantly depending on future investment performance,
changes in future discount rates, legally required plan changes, and various other factors related to the
populations participating in the Plans. If the assumptions of the discount rate, compensation increase, ‘
and/or expected rate of return for fiscal 2012 were different, the impact on fiscal 2012 expense would
be as follows: each 0.25% change in the discount rate would change fiscal 2012 pension expense by .
approximately $8,200; each 0.25% change in the rate of compensation increase would change fiscal
2012 pension expense by approximately $3,500; each 0.25% change in the expected rate of return on .
plan assets would change fiscal 2012 pension expense by approximately $5,500. . -

ATK bases its determination of pens1on expense or income on a market-related valuation of assets,
which reduces year-to-year volatility.- This market-related valuation recognizes investment gains or
losses over a five-year period from the year in which they occur. Investment gains or losses for this
purpose are the difference between the expected return calculated using the market-related value of
assets and the actual return based on the' market-related value of asSets. Since the market-related value
of assets recognizes gains or losses over'a five-year period, the future value of assets will be mlpacted
as previously deferred gains or. losses are recorded. :

ATK made qualified pension plan trust prepayment contrlbutlons of $7,600 in March 2011 and
$61,600 in April 2011. ATK distributed $4,821 under its supplemental executive retirement plans-during
fiscal 2011, and expects to make distributions directly to retirees of approximately $5,016 in fiscal 2012.
A substantial portion of ATK’s Plan contributions are recoverable from the U.S. Government as -
allowable indirect contract costs at amounts generally equal to the pension. plan contnbutlons although
not necessarily in.the same year the. contribution is made. :

ATK’s funded pension status was approximately 75% as of March 31, 2011 ATK will continue to -
make minimum contributions as requiréd under PPA. ATK does not antlclpate making any addltlonal
contributions to its quahfled pension plans during fiscal 2012. '

Other Postretirement Benefits. ATK also provides postretirement health care benefits and life
insurance coverage to certain employees and retirees.

The following table sets forth ATK’s assumptions used to determine net periodic benefit cost for
other postretirement benefit (“PRB”) plans for fiscal 2011, 2010, and 2009 and prOJectlons for fiscal
2012:

Years Ending March 31
2012 2011 2010 2009

Expected:long-term rate of r‘etvurn'-o‘n plan assets: . . P
. Held solely in fixed income investments ............ . 6.00% 6.00%. 6.00% 6.00%

Held in pension master trust and fixed income o
- investments . . ... e e e e e e . 7.00% 1.00% 7.00% 8.00%
Discountrate . ...ttt o 5.00% 5.35%.7.90% 6.80%
Weighted average initial health care cost trend rate ..... 7.60% 7.70% 6.90%. 7.20%

Health care cost trend rates are set specifically for each benefit plan and design. Health care cost
trend rates used to determine the net periodic benefit cost for employees during fiscal 2011 were as
follows: under age 65 was 8.5%; over age 65 was 7.5%; and the prescription drug portion was 8.0%.
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The health care cost ultimate trend rates are as follows:

Health care cost trend rate for -employees under 65..... DT s 5.0%

Health care cost trend rate for employees over 65 . ... ... ... covvv vy 5.0%
Health care cost trend rate for prescription drugs ......... e, 55% -
Weighted: average health care cost trend rate. ........... e e e 5.1%

Each category of cost declines at a varying rate. The ultimate trend rate will be reached in fiscal
2019 for employees under age 65, in fiscal 2018 for employees over age 65, and in fiscal 2017 for
prescription drugs.

In developing the expected long -term rate of return assumptron for other PRB plans ATK
considers input from actuaries, historical returns, and annuahzed returns of various major indices over
long periods. As of March 31, 2011, apprommately 37% of the assets were held in a 401(h) account
held within the pension master trust and are invested in the same manner as the pension assets. The
expected long-term rates of returns are based on the welghted average asset allocatlon between the
assets held within the 401(h) and those held in fixed income investments.

Assumed health care cost trend rates have a significant effect on the amounts reported for health
care plans. A one-petcentage point increase or decrease in the assumed health care cost trend rates
would have the followrng effects:

One-Percentage  One-Percentage

. . . . S Point Increase  Point Decrease
Effect on total service and interest cost e e $ 441 $ :(392)

Effect on postretirement benefit obligation . .:...... - 8,812 o (7,818) ¢

ATK made other PRB plan contributions of $13,050 in fiscal 2011 and expects to make
contributions of approximately $14,024 in fiscal 2012. A substantial portion of ATK’s PRB plan
contributions are recoverable from the U.S. Government as allowable indirect costs at amounts -~
generally equal to the plan contrrbutrons although not necessarily in the same year the contrlbutron is
made : . ‘ :

The Medicare Prescription Drug, Improvement and Modernizatiori Act of 2003 (the Act) reduced
ATK’s accumulated prOJected benefit obligation (“APBO”) measured as of December 31, 2005. One of
ATK’s other PRB plans is actuarially equivalent to Medicare, but ATK does not believe that the
subsidies it will receive under the Act will be significant. Because ATK believes that participation levels
in its other PRB plans will decline, the impact to ATK’s results of operations in any perlod has not '
been and is not expected to be significant.

Deﬁned Contribution Plan. ATK also sponsors a 401(k) deflned contribution plan. Participation in
this plan is avarlable to substantially. all employees.

Income Taxes

Provisions for federal, state; and foreign income taxes are calculated based on reported pre—tax
earnings and current tax law. Such provisions differ from the amounts currently receivable or payable
because certain items of income and expense are recognized in different time periods for financial
reporting purposes than for income tax purposes. Significant judgment is required in determining
income tax provisions and evaluating tax positions. ATK periodically assesses its liabilities and
contingencies for all periods that are currently open to examination or have not been effectively settled
based on the most current available information. Where it is not more likely than not that ATK’s tax
position will be sustained, the Company records the entire resulting tax liability and when it is more
likely than not of being sustained, the Company records its best estimate of the resulting tax liability.
Any applicable interest and penalties related to these positions are also recorded in the consolidated
financial statements. To the extent ATK’s assessment of the tax outcome of these matters changes, such
change in estimate will impact the income tax provision in the period of the change. It is ATK’s policy
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to record any interest and penalties related to income taxes as part of the income tax expense for
financial reporting purposes. Deferred tax assets related to carryforwards are reduced by a valuation
allowance when it is not more likely than not that the amount will be realized before expiration of the
carryforward period.. As part of this analysis ATK takes into account the amount and character to -
determine if the carryforwards will be realized. Significant estimates are required for this analysis.
Changes in the amounts of valuation allowance are recorded in the tax provision in the period when
the change occurs.

Acquisitions

The results of acquired businesses are included in ATK’s consolidated financial statements from
the date of acquisition. ATK -allocates the purchase price of an acquired business to the underlying
tangible and intangible acquired assets and liabilities assumed based on their fair value. Estimates are
used in determlmng the fair value and estimated remaining lives of intangible assets until the final
purchase price allocation j is completed. Actual fair values and remaining lives of intangible assets may
vary from those estimates. The excess purchase price over the estimated fa1r value of the net assets
acqurred is recorded as goodwill.

" On April 9 2010 ATK acquired Blackhawk for a purchase prrce of $172 251. ‘Blackhawk i isa
manufacturer of high quality tactical gear. ATK believes that the acquisition provides ATK with a
leading tactical systems brand, an expanded portfolio of quality products, and additional desrgn and
development expertise for innovative tactical accessories which will strengthen ATK’s position in tactical
accessories and ‘equipment.for domestic and international military, law enforcement, security, and sport
enthusiast markets. Blackhawk employs approximately 300 employees and is included in the Security
and Sporting group. The purchase price allocation was completed in fiscal 2011. Most of the goodwill
generated in, this acquisition will be .deductible for tax purposes. :

On March 31, 2009, ATK acquired Eagle Industries (“Eagle”) a manufacturer of high-quality,
individual operational nylon gear and equipment for military, homeland security, and law enforcement
agencies for $63,000 net of cash acquired, subject to purchase. price contingencies. During the second
quarter of fiscal 2010, ATK received a preliminary purchase price adjustment of $5,002, as determined
by a workmg capital adjustment identified in the audited financial statements. Eagle manufactures more
than 5,000 products which include tactical assault vests, load- -bearing equrpment ‘weapon transporting -
gear, nylon holsters personal gear carriers, and other high quality accessories. ATK believes that the .
acquisition provrdes an opportunity to expand its position in the domestic and international tactical
accessories markets serving nnhtary and law enforcement customers The purchase price allocation was
finalized during fiscal 2010. Most of the goodwrll generated in thlS acqu1s1t10n will be deductible for tax
purposes.

Durmg fiscal 2003, ATK acqu1red the assets of Science’ and Applied Technology, Inc. (mcluded in
Missile Products). The sellers of this acquired business had the ability to earn up to an additional =~ °
$7,500 of cash consideration if certain pre-specified milestones were attained with respect to one of the
contracts acquired. The pre- specrfled milestones were met in September 2008 and the additional
contingent consideration earned pursuant to the purchase agreement resulted in an increase to
goodwrll : - : :

41



Accounting for Goodwill -

ATK tests goodwill for 1mpalrment on the first day of its fourth fiscal quarter or upon the
occurrence of events or changes in circumstances that indicate that the asset mlght be 1mpa1red The
Company has determined that the reporting units for its goodwill impairment review are its operatmg
segments, or components of an operating segment, that .constitute a business for which discrete
financial information is available, and for which segment management regularly reviews the operating
results. Based on: this analysis, the Company has identified 12 reporting units within its reportable
segments as of the fiscal 2011 testing date.” . S N :

The goodwrll 1mpa1rment test is performed using a two- step process In the first step, ATK
determines the estimated fair value of each reportmg unit and compares it to the carrying value of the
reporting unit, 1nc1ud1ng goodw111 If the carrying amount of a reporting unit is higher than its
estimated fair value, an indication of impairment exists and the second step must be performed in
order to determine the amount of the impairment. In the second step, ATK must determine the
implied fair value of the reporting unit’s goodwill which is ‘determined by allocating the fair Value of
the reporting unit in a manner similar to a purchase price allocation. The implied fair value is
compared to the carryrng amount and if the carrying amount of the reporting unit’s goodwill exceeds
the unphed farr value of its goodwill, an 1mpa1rrnent loss must be recognized for the excess.

.The estimated fair value of each reporting unit is determmed usinga ‘discounted cash flow
approach. In developing its discounted cash flow analysis, ATK’s assumptions .about future revenues
and expenses, capital expenditures, and changes in working capital are based on its three-year plan, as
approved by the Board of Directors, and assumes a terminal growth rate thereafter. These cash flows
are then discounted using ATK’s composite discount rate. ATK ensures that the consohdated cash flows
reconcile to the market capitalization at the test date using an assumed control premium. ATK then
computes the break-even discount rate for each reporting unit and compares that to ATK’s composrte _
rate to determme if further analysis i is needed for a particular reportlng unit.

Pr0]ect1ng ‘discounted future cash ﬂows requires ATK to make srgmfrcant estimates regardmg
future revenués and expenses;.projected capital expenditures, changes in working capital, and the.
appropriate discount rate. The projections also take into account several factors including current.and
estimated economic trends and outlook, costs of raw materials, consideration of ATK’s market .
capitalization in comparison to the estimated fair values of the Company’s reporting units, and other -
factors which are beyond ATK’s control. If the current economic conditions were to deteriorate, or if
ATK were to lose a significant contract or business, causing a reduction in estimated discounted cash
flows, it is possible that the estimated fair value of certain reporting units could fall below their
carrying value resulting in the necessity to conduct additional goodwﬂl impairment tests in future
periods. ATK contmua'lly monitors the reportlng units for impairment indicators and updates
assumptions used in the most recent calculatlon of the estlmated fair value of a reportrng umt as
appropriate.

Results of ATK’s fiscal 2011 Annual Impairment Test

For the fiscal 2011 impairment assessment, ATK calculated a composite discount rate of 10.4%
using a 3% terminal growth rate and a 30% control premium based on the analysis discussed above.
The results of ATK’s fiscal 2011 annual goodwill impairment test performed as of January 3, 2011
indicated that ne goodwill impairment existed as the estimated fair value for all reporting units, except
for Space Structures and Components as discussed below, exceeded their carrying value by greater than
20%.

Although there is no indication of impairment, based on the annual test, ATK determined that the
Space Structures and Components reporting unit had an estimated fair value that exceeded its carrying
value by approximately 10% which ATK does not deem to be a significant excess. At March 31, 2011,
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this reporting unit had approximately $85 million of goodwill recorded. In fiscal 2009, ATK recorded a
non-cash goodwill impairment charge of $108,500 within this reporting unit and given the fact that any
excess estimated fair value over carrying value was written-off at that time, ATK would not expect to
see srgnlflcant excess within this reporting unit. There have been no significant changes in the
underlying business since the date of the unpalrment and based on ATK’s expected sales growth i in the
base business, ATK does not believe there is any indication of 1mpa1rment '

As prevrously discussed, the’ Presrdent s GFY 2012 budget released in February 2011 1dent1f1ed
funding for the continuation of the Space Launch System using, to the maximum extent possible,
existing Constellation Programs. ATK believes that the Ares I program will be reformed and
transitioned into the Space Launch System architecture for which funding has been included in the
President’s budget request and which has strong Congress1ona1 support. Congress will determme as
part of the 2012 appropriation legrslatlve process, what the policy and funding levels for NASA will be
and allocate the GFY 2012 fundmg for the Space Launch System. ATK has assumed continuation of
the Constellation program, or its replacement, in the estimated cash flows for Space Systems
Operations. However, if Congress significantly changes NASA’ FY 2012 budget or dccepts the
proposed cancellation of the Constellation program without appropriating funds for the Space Launch ’
System, there could be an adverse effect on ATK’s operating results, financial condltron and cash flows
within the Space Systems Operations reporting unit which, as of March 31, 2011, had approximately
$515 million of goodwill recorded. If significant changes are made to the program: in future periods,
there would likely be an indication of impairment which would requrre the Company to perform a test
for impairment. - o .

As prev1ous1y discussed, on May 12, 2011, ATK was notified by the U. S Army that the Company
had not been awarded a contract for the continued operation and maintenance of the RFAAP. Loss of
the Radford facility management contract will reduce Armament Systém’s and ATK’S sales and proflt in
future periods. For purposes of our fiscal 2011 impairment test, ATK had assumed that we ‘would win
the bid to continue managing the Radford facility. The loss of this contract is a triggering event that
indicates that the asset may be impaired and requires us to reassess the estimated fair value -of the
Energetic Systems reporting unit. We have completed our analysis and based on the fact-that ATK will -
continue to operate its New River Energetics facility located at RFAAP: the loss .of the Radford: facility
management contract does not restilt in an impairment of goodwill. At March 31, 2011 ATK had"
approximately $18 million of goodwﬂl recorded associated with this reportmg unit that was sub]ect to, -
impairment testmg : : ‘ : i

Results of Operations

The following information should be read in conjunction with ATK’s consolidated financial -
statements. The key performance indicators that ATK’s management uses in managmg the busmess are
sales, income before interest and income taxes, and cash flows.
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Fiscal 2011
Sales

The followmg is a summary of each operatlng segment s external sales:

o Years Ended March 31 - L . .
2011 " 2010  '$ Change % Change’

Acrospdce Systems .. .. ...... ' ‘.‘f’".;, $1,432,678° $1,623,038 '$(190,360) = (11.7)%
Armament Systems.......... .. U1,806,339 1,662,583 143 756 8.6%"
Missile Products . . ............. 673,694 760,200 (86,506) (11.4)%
Security and Sporting . .......... 929,553 761,845 167,708 22.0%
Total external sales ceee e 34842264 $4,807,666  $§ 34,598 0.7%

L oA

The fluctuation in sales was dr1ven by the program related changes within the operatmg segments
as descrlbed below. S , A

Aerospace Systems The- ‘decrease in sales was driven by

.*.a$214, 700 decrease in space launch systems resultmg from the wmd down of the. Space Shuttle
Program wh1ch was partially offset by, $49,900 of hlgher Ares I program sales

£ ey

e a°$27,000 decrease within strateglc and commer01a1 rocket motors drlven by lower volume across
o multlple programs and : -

Ciey N

* a decrease of $26 300 resultmg from the termlnatlon of a space mission systems program,

These decreases were partially offset by a $23, 700 increase in aerospace structures driven by higher
volumes on the Airbus A350 program..

Armament. Systems The increase in sales was driven by:

* an.increase of $110,700 in small-caliber systems due to continued strong customer requirements
for small-caliber ammunition, non- standard ammunition and weapon sales, and facility -
modermzatlon project sales, - -

* a $19,900 increase in energetic systems at the Radford Army Ammunition Plant relatlng
primarily to the timing of MK90 sales to meet customer requirements and higher Volume across
multiple other programs part1ally offset by. lower, modernization funding, and

* an $18, 000 increase in advanced weapons drlven by higher sales volume on guided projectile
programs, pa"t1a11y offset by lower sales of large cahber gun ammun1t1on as several programs
... hear complet1on

These increases:were- partlally offset by a $16 900 decrease in 1ntegrated weapon systems whlch was
driven by lower volumes across multiple medium- cahber ammunition programs 7

Missile Products. The decrease in sales was drlven by:

* a $76,200 decrease within propulsion and controls primarily related to decreased scope and
funding on the NASA Constellation Attitude Control Motor and Standard Missile-3 programs,

* a decrease of $32,000 within special mission aircraft driven by lower volume across multiple
programs, and

* a decrease of $14,300 within defense components driven by lower composite program sales.
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These decreases were partially offset by an increase of $30,400 on the AAR-47 program within:
defense electronic systems.

Security and Sporting. The i increase in sales was driven by:

* an increase of $99,600 in accessories driven by the acquisition of Blackhawk in Aprll 2010 and
hlgher sales volume across multlple programs and

*a $68 900 increase in ammunltlon driven by an increase in ammunition sales volume resulting
primarily from mcreased productlon capacity and tlmmg

Gross Proﬁt o o
' . ‘Y_ears Ended March 31 S . [
7 Asa% As a %
) SR e 2011 D of Sales 2010 ..of Sales . Change .
Gross profit ............. $1,001,566  20.7% $1,031,311  21.5%  $(29,745) . .

The decrease in gross profit was driven by lower sales from the higher margin.Space Shuttle
program, cost growth on a commercial aerospace structures program as previously discussed, and
higher pension expense. This-decrease is partially offset by sales growth in other” programs, improved
operatlng efficiencies and cost manageient initiatives, and the -absence of an $11,400 fioncash ‘charge
in the prior year within Armament Systems related to the TNT production facility. ATK also received a
$6,300 favorable legal settlement in Armament Systems during fiscal 2011 related to legal action ATK
initiated against the designer of the TNT production line which offset the decteases _dxscussed above.

0perating Expenses
Years Ended Mat‘ch 51
. . Asa% o Asa% ..
2011 of Sales 2010 of Sales Change

Research and development S $64960 0 13%$ 75896 - 1.6% $(IO 936)
Selling............:. ST 164,063 ©34% 168,986 3.5% (4,923)
General and administrative . . ... 246,817 51% 236,084 5.0% ° 10 733
Trade name and goodwill N S . :
. IMpairments... . s. . ove vs oa ‘ 0. 00% " - 38,008 .0.8% ) (38,0Q§,).

Total.........0...v0vnae 8475840 9'8% 11$518,974 110'9% ~-$(43 $(43,134)

Excludmg the non-cash trade name 1mpa1rments in fiscal 2010 operatmg expenses remamed
relatively consistent year over year. The decrease in research and development expenses was -
attributable to management cost initiatives and selling expenses were down consistent with lower sales
within Aerospace Systems and Missile Products. General and administrative:expenses were higher. in
fiscal 2011 due primarily to ‘the lack of a decrease in the provision for bad debts that occurred in the -
prior year and expenses generated for Blackhawk subsequent to the April 2010 acquisition.
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Income before Interest, Income Taxes, and Noncontrolling. Interest

Years Ended March 31 ‘

. 2011 2010 - Change
Aerospace Systems . ... ... $131,011  $145,858. $(14,847) - -
Armament Systems . ......... ..o L 211,740 168,094 43,646
Missile Products . .......... 00 oo oo 68,787 58,653 10,134
- Security and Sporting . . . .. S 128,437 107,891 20,546
Corporate. .. ....0. ... e e (14,249) 31,841 (46 090)
Total ..... PP SRRRREE FRU 8525, 726 $512 337 $ 13 389

Y

The increase in income before interest, income taxes, and- noncontrolhng interest was due to the
higher sales and-the lack of the non-cash trade name impairment charges in Missile: Products and
Aerospace Systems totaling $38,008, partially offset by higher pension expense. Srgn1f1cant changes :
within the operating segments are; also descrlbed below. .

“- Aerospace Systems. The decredse was primarily the result of lower sales volume as noted above

- “ahd-reduced profits 6n a-commercial aerospace structures program, as: prev10usly -discussed. These
decreases were partlally offset by the lack of the $24,586 non-cash trade name 1mpa1rment charge
in fiscal 2010. - v 5

. Armament. Systems. The incr’ease?‘prima'rily relates to higher: overall sales and improved operating
efficiencies, as well as the lack of an $11,400 non-cash charge related to the TNT production
facility and approximately;$12,000 of cost growth in contract costs associated with the construction
of an: energetlcs facility taken in fiscal 2010. In addition, Armament Systems received a $6,300
favorable. settlement durmg fiscal 2011 related to legal action ATK 1mt1ated against, the de51gner of ;

.. the TNT production line. : :

Missile Products. The increase was pnmarﬂy drlven by the: lack of the $13 422 non- cash trade
name impairment charge taken in fiscal 2010 and improved margins in tactical rocket motors .
- driven by improved operating . eff1c1enc1es and cost. management initiatives. These i 1ncreases were
. part1ally offset by reduced incentive fees recorded on propuls1on and control programs compared
. to the prior year : ‘

- Secuirity and Sporting. - The increase primarily relates to hlgher overall salés volume and 1mproved
operating efficiencies, partially offset by’ hrgher Taw materral costs and softemng demand in some E
areas of commercial ammunition. PN :

‘Corporate. '+ The income before: interest, income taxes, and noncontrolling interest primarily reflects
" expenises incurred for administrative functions that are performed centrally at the corporate:
headquarters, the difference between pension and postretirement benefit expense calculated under
‘Financial Accounting Standards-(FAS) and the expense calculated under U.S. Cost Accountmg
Standards (CAS), and ‘the elimination of intercompany profits. The decrease from the ‘prior year is
driven by higher pension‘expense and mtercompany proflt ehm1nat1ons part1ally offset by
cost-management initiatives. - :

Net Interest Expense -

Net interest expense for flscal 2011 ‘was $87 052 an increase of $10, 132 compared to $76 920 15158
fiscal 2010. The incréase was primarily due to the issuance of new debt during fiscal 2011 which -
increased the amount outstanding and ATK’s average borrowing rate, as well as the $936/write-off of
the remaining deferred debt issuance costs associated with our previous Term A Loan. These increases
were partially offset by a reduction of $2,698 in non-cash amortization of the debt discount (which
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declined primarily because amortization for the 2.75% Convertible: Notes due 2024 was complete in-:
August 2009, the first date that holders of these notes could have required ATK to repurchase the
notes).

Income Tax Provision: .

Yéars Ended March 31

Effective . Effective .
o 2011 * ‘Rate 2010 Rate ~_Change
Income tax prov151on REREFRRRTRY .. $124,963 28 5% $156,473  35.9% $(31, 510)

The reduction in tax rate from fiscal 2010 to fiscal 2011 was primarily related to the release of
contingent tax liabilities related to the settlement of the IRS audits. of ATK’s fiscal 2007 and 2008 tax
returns; an increase in the domestic manufacturing deduction (DMD), and retroactive extension of the
federal research.and: development: (R&D) tax credit. o gL

ATK’s provision for income taxes includes both federal and staté'iﬁcome taxes. The effective tax
rate for fiscal 2011 of. 28.5% differs from the federal statutory-rate of 35.0% due to the contlngent tax -
liability release, the DMD and.R&D tax credits whlch decreased the. rate .as well as state income taxes
which increased the rate. . P C Ty o '

The effective tax rate for fiscal 2010 of 35.9% differs from the federal statutory rate of 35.0% due
to state income taxes, valuation allowances, and other provision-adjustments which increased the rate,
as well as the DMD and R&D ‘tax credits which decreased the rate. - .

* ATK or one of its subsidiaries files incorne tax returns in the U.S. federal various U.S. state, ‘and
foreign jurisdictions. With few exceptions, ATK is no longer subject to U. S federal, state and local, or
foreign incomé tax examinations by tax authorities for years prior to 2004. The Internal Revenue
Service has completed the audits of ATK through fiscal 2008. We believe appropriate’ prov1s1ons for all
outstanding issues have been made for all. open years in‘all ]uI‘lSdICtIOIlS :

As of March 31, 2011 and 2010, the total amount of unrecogmzed tax benefits was $31 855 and
$42,627, respectlvely, of which $25,206 and $33, 695, respectlvely, would affect the effective tax rate, if
recognized. The remaining balance is related to deferred tax items which only 1mpact the timing of tax

- payments. Although the timing and outcome of audit settlements are uncertain, it is reasonably possible

that a $640 reduction of the uncertain tax benefits will occur in the-next 12 months. The settlement of
these unrecognized tax benefits could result in earnings;up to $433 based on current estimates. See-
Note 11 to the consolidated financial statements for further details.

. ATK believes it is more likely than not that the recorded deferred benefits will be realized through
the reduction of future taxable income. The valuation allowance of: $4,121 at March 31, 2011 . relates to
capital loss carryovers and certain state net operating. loss and credit carryforwards that are not”
expected: to be realized before their expiration. The valuation allowance-was decreased by $4,010 during
fiscal 2011 primarily-related to expiration of capital loss carryforwards, expiration of state credit
carryforwards, and changes-to- prior year capital loss carryforwards. The amount was increased by $648
related to the recognition of current year capital losses and a change in the amount of state -
carryforward benefits expected to be utilized before expiration.

The federal R&D tax credit was retroactively extended on December 17, 2010 in the Tax R‘eli‘ef,
Unemployment Insuranece Reauthorization, and Job Creation Act of 2010. This law retroactively .-
extended the federal R&D tax credit from January 1, 2010. through December 31, 2011. The lmpact of.
this  extension was mcluded in the tax rate for fiscal 2011. , RPN
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Net Income Before Noncontrolling Interest

Net income before noncontrolling interest for fiscal 2011 was $313,711, an increase of $34,767
compared to $278,944 in fiscal 2010. The increase was driven by the absence of the non-cash
tradename impairment charges in Missile Products and Aerospace Systems totahng $38,008 in the prior
year and $31,510 of lower tax expense in fiscal 2011 as discussed above. These increases were partlally
offset by a $29,745 decrease in gross profit and $10,104 increase in net interest expense over the prior
year period. : : :

Noncontrolling Interest

The noncontrolling interest represents the noncontrolling owner’s portion of the income of a joint
venture in which ATK is the primary owner. This joint venture was acqulred with Comp051te
Optlcs Inc. (“COI”) and is consolidated into ATK’s financial statements.

Ftscal 2010
Sales

The following is a summary of each operating segment’s external sales:

" Years Ended March 31

2010 2009 $ Change % Change
Aerospace Systems'. . ... ...... P $1,623,038 $1,833,655 $(210,617) (11.5)%
Armament Systems . . .. ............. 1,662,583 - 1,406,287 256,296 - 18.2%
Missile Products . .. ................ 760,200 747,309 12,891 1.7%
Security and Sporting . .............. 761,845 -~ 595,973 165872 27.8%
Total external sales. . ........ e . $4, 807 666 $4 583,224 $ 224 442 . 4.9%.
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The increase in sales was due to organic growth as well as the acquisition of Eagle at the end of
the fourth quarter of fiscal 2009 as prev1ously drscussed Wthh is reported w1th1n Security and
Sporting.

Aerospace Systems The decrease in sales was dnven by:

f ca decrease 1n Mmuteman volume of $143 000 due to the contract nearing successful completron

an $89,700 decrease in the Space Shuttle program due to the wind-down of the program,

* a $34,600 sales reduction due to termination of a proprietary government program and delays in-
other classrfled pursu1ts

.2 reductron in the sales on 1 the Kmet1c Energy Interceptor program of $28, 000 due to
termination of the contract in fiscal 2010, .

* a decrease of $23,100 in Spacecraft Services driven by the completron of the Hubble space repalr
mission,

* a decrease of $i6,500 in space launch vehicles structures due primarily to the completion of the
Arrow program. : : .

« a decrease of $12,300 relating to GEM programs due to contract completlons and lower
productlon rates, and

* a $12,000 decrease due to tnnlng of Castor® rocket motor systems sales.

These decreases were partially offset by
* an $82 600 increase in commer01al a1rcraft structures primarily due to the Airbus A350 program,

* an increase of $25,500 on Ares 1t Stage program as the activity continues to ramp up with the
transition away from the Shuttlé program,

* a $24,000 increase for Operationally Responsive Space (ORS-1) effort in Space Systems,

:-"__'-v_i' * an increase of $17,900 in military aircraft structures driven in part by the ramp-up of the Joint
N Strike Fighter Low Rate Initial Production,

* a $17,600 increase in solar arrays and deployables across multiple programs,
e SN * an increase of $14,900 for the new Air Force Large Class Stage development program,
* a $13,500 increase in pressure tanks due to increased volume across several programs, and

* an improvement in flares and decoys of $10,100 relating primarily to the resolution of fiscal 2009
production delays.

Armament Systems. The increase in sales was driven by:

* a $173,200 increase in ammunition sales as a result of an increase of $102,400 in sales for the
Non-Standard Ammunition Program, as well as continued strong customer requirements for
small-caliber ammunition and facility modernization project sales,

* a $93,000 increase in energetic systems at the Radford Army Ammunition Plant relating
primarily to an increase in modernization project sales of $55,700 as well as increased sales of
TNT,

* a $17,800 increase in force protection driven primarily by the new international Vehicle Launch
Scatterable Anti-Tank System (VLSAS) program, and

49




* an incréase of $11,500 in precision guided munitions resultmg prlmarrly from multrple new-
advanced weapons programes. : :

These increases were partlally offset by a $32,800 decrease in tank ammunition due to lower
volumes across multiple programs, '

Missile Products. The increase in sales was driven by: -

* a $30,600 increase in missiles, related primarily to the new Multi-Stage Supersonic Target
(MSST) program,

* an increase in space stage motors of $16,700 primarily driven by additional scope on the
Attltude Control Motor program and

* an increase of $14,700 in fuzes and $10,100 in tactical rocket motors across multrple programs.
These increases were partrally offset by:

« a decrease within specml mission aircraft of $41,500 due to reduced demand across multiple
programs and

« a decrease of $26 100 in missile defense prlmarrly relating to volume. .

Secunty and Sportmg The i mcrease m sales was drrven by

* an increase of $89, 700 in ammumtlon due to an increase in volume of law: enforcement,
1nternatronal and comrnercral sales, and

*a $62 700 increase resultlng from the March’ 31 2009 acqursmon of Eagle

Gross Proﬁt
Years Ended March 31 ‘
Asa % ’ Asa% T -
- 2010 . of Sales 2009 . - . of Sales. Change - -
~ Gross profrt R, -.. $1,031,311°  21.5% $975, 912 21.3% $55, 399 -

sl ~The increase in gross proflt was drlven by hrgher sales and mcreased operatmg efflClel‘lCICS within
T Securrty and Sporting, partially offset by hlgher pension expenses across all operating segments. .

0peratmg Expenses
- Years Ended March 31 . - .
L Asa% — . Asa% . o
) o o 2010 : of Sales 2009 of _Sal.es. . Clrange

Research and development .................. $.75,896 1.6% $ 81,529 .1.8%-$ (5,633)
Selling ...t .. 168,986 3.5% 161,805 3.5% 17,181
General and administrative .................. 236084  50% 239,621 52%  (3,537)
Trade name and goodwill impairments . . . . . e 38,008  0.8% 108,500  2.4% (70,492)

Total . ......... [ $518,974  10.9% $591,455 12.9% r$(7'2,481)

Excluding the ‘nen-cash trade name and goodwill impairments in fiscal 2010 and 2009, operating
expenses remained relatively consistent year over year. Selling expenses were higher in fiscal 2010
primarily-driven by Security and Sporting, consistent with the: higher sales. Research and development
expenses were down due to elevated spending levels in fiscal 2009 for the self-funded”Alliant Launch
Sl Vehicle. and related launch integration efforts in Aerospace Systems, partially offset by increased
R investment in fiscal 2010 to expand market share in targeted satellite areas. General and a}dministr'ative
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expenses were slightly lower in fiscal 2010 due to the lack of a $13,000 increase ini bad debt expense in

the prior year within Security and Sporting relating to increased customer credit risk; partially -offset by
increased spending to support 1ncreasmg sales w1th1n Security and Sportmg and the acquisition of Eagle
in March 2009.

Income before Interest, Income Taxes, and Noncontrolling Interest

Years Ended March 31

2010 2009 . Change
Aerospace Systems .. ........... e $145,858 $ 74,612 $ 71.246
Armament Systems . . .. ......... .. .. . ... ... 168,094 136,420 31,674
Missile Products . . ........ ... . ... 58,653 93,107 (34,454)
“Security and Sporting . ... ....... ... ... ... 107,891 57,910 49,981
Corporate ...........oiiiiiiiinennnnnn.. . 31,841 22,408 - 9,433
Total ........... et e e $512,337  $384,457 $127,880 .

The increase in income before interest, income taxes, and noncontrolling interest was due to the
higher sales and the lack of-a $108,500 non-cash goodwill impairment charge within Aerospace Systems,
partially offset by the non-cash trade name impairment charges in Missile Products and Aerospace
Systems totaling $38,008 and higher pension expense across all groups Slgnlflcant changes within the
operating segments-are also described: below.

Aerospace Systems. The increase was primarily due to the lack of the non-cash goodwill
impairment charge totaling $108,500 within"Spacecraft Systems in the prior year as well as lack of
performance issues and schedule delays in the spacecraft structures business in fiscal 2009. These
increases were partially offset by the $24,586 non-cash trade name impairment charge in fiscal
2010 and lower sales volume.

Armament Systems. The increase primarily relates to higher overall sales along with improved
margins in small-caliber ammunition programs driven by operational and volume efficiencies, and
increased margins relating to American' Ordnance (ATK’s joint venture). These increases were
partially offset by approximately $12,000 of growth in contract costs associated with the
construction of an energetics facility for the Australian Ministry of Defense (ATK’s core expertise
in high volume energetics production lies within Armament Systems and as the program moves
closer to completion it has been transitioned from the Aerospace Systems Group to the Armament
Systems Group), and higher depreciation expense. -

Missile Products. - The decrease was primarily driven by the $13,422 non-cash trade name
impairment charge, margin declines due to lower sales in special mission aircraft, and reduced
incentive fees in missile defense. These decreases were partially offset by higher sales volumes
across multiple programs as well as program mix.

: Securzty and Sportmg The increase primarily relates to higher overall sales along with improved
margins in ammunition driven by operatlonal and volume efficiencies as well as the lack of a
$13,000 increase in bad debt expense in fiscal 2009 which resulted from heightened customer credit

- risk. :

Corporate. The income before interest, income taxes, and noncontrolling interest primarily reflects
expenses incurred for administrative functions that are performed centrally at the corporate.
headquarters, the difference between pension and postretirement benefit expense calculated under
Financial Accounting Standards (FAS) and the expense calculated under U.S. Cost Accounting
Standards (CAS), and the elimination of intercompany profits. The increase from the prior year is -
driven by the fluctuation in the difference between FAS and CAS pension expense.
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Net Interest Expense . ' f

Net interest expense for fiscal 2010 was $76 920, a decrease of $9,488 compared to $86 408 in flscalj
2009. The decrease was primarily due to the reduction in non-cash amortization of the debt discount’™ ™
(which declined primarily because amortization for the 2.75% Convertible Notes due. 2024 was
complete in August 2009, the first date that holders of these notes could have requrred ATK to
repurchase the notes) as well asa- decrease in the average borrowmg rate

Income Tax Provision

. Years Ended March 31 ‘a o

Effective Effective
2010 Rate 2009 Rate Change
Income tax prov1s1on .......... $156,473  35. 9% $157,096  52. 7% $(623)

The reductlon in tax rate from frscal 2009 to fiscal 2010 was. prlmarlly related to lack of the fiscal
2009 nondeductible goodwill impairment charge lower valuation allowance for capital losses, and lower
state tax rate. These benefits were slightly offset by the lack of R&D tax credit for the final three
months of fiscal 2010 as the credit lapsed on December 31, 2009. Lo

ATK’s provision for income taxes includes both federal and state income taxes. The effectlve tax L
rate for fiscal 2010 of 35.9% differs from the federal statutory rate of 35.0% due to state income taxes, .
valuatron allowances, and other provision adjustments which mcreased the rate, as well as.the DMD
and. R&D tax credits which decreased the rate. :

The effective tax rate for fiscal 2009 of 52. 7% differs from the federal statutory rate of 35 O% due
to the non-deductibility for tax purposes of the non-cash goodwill impairment charge, valuation
allowance related to capital loss carryovers, state income taxes, and other provision adjustments which
increased the rate, and the DMD and R&D tax credits which decreased the rate.

ATK or one of its subsidiaries files income tax returns i the U.S. federal, various U.S. state, and - -
foreign jurisdictions. With few exceptions, ATK is no longer subject to U.S. federal, state and local, or -
foreign income tax examinations by tax authorities for years prior to 2003. The Internal Revenue
Service has completed the audits of ATK through fiscal 2006 and is currently examining the fiscal 2007
and 2008 returns We believe appropriate provisions for all outstandmg issues have been made for all
open years in all jurisdictions. :

As of March 31, 2010 and 2009, the total amount of unrecognized tax benefits was $42,627 and
$25,828, respectrvely, of which $33,695 and $20,407, respectively, would affect the effective tax rate, if
recognized. The remaining balance is. related to deferred tax items -which only 1mpact the timing of tax
payments. Although the timing and outcome of audit settlements are uncertain, it is reasonably possible
that a $22,393 reduction of the uncertain tax benefits will occur in the next’12 months. The settlement
of these unrecognized tax benefits could result in earnings up to $17,638 based on current estrmates
See Note 11 to the consohdated financial’ statements for further detarls

ATK beheves it is more hkely than not that the recorded deferred ‘benefits will be reahzed through‘
the reduction. of future taxable income. The valuation allowance of $7,483 at March 31, 2010 relates to
capital loss carryovers and certain: state net operating loss and credit carryforwards that are not ,
expected to be realized before their expiration. The valuation allowance was decreased by $1,523 during
fiscal 2010 primarily related to the expiration of capital loss carryforwards, expiration of state credit
carryforwards, and changes to prior year capital loss carryforwards The amount was increased by
$1,398 related to the recognition of current year capital losses and a change in‘the amount of state :
carryforward benefits expected to be utilized before exprratlon "
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The federal R&D tax credit expired on December 31, 2009. If the federal R&D tax credit is not
retroactively extended there would be an unfavorable impact to ATK’s fiscal 2011effect1ve income tax
rate .

Net Income Before Noncontrollmg Interest

Net income before noncontrolhng interest for fiscal. 2010 was . $278 944 an increase of $137 991.
compared to $140,953 in fiscal 2009. The increase was driven by the absence of the non-cash goodwill
impairment charge of $108,500 in the prior year, an increase of $55,339 in gross profit.and a decrease .
in net interest expense of $9,488. These improvements were partially offset by the non-cash trade name
impairment charges in Mlssﬂe Productd and Aerospace Systems totaling $38,008.

Noncontrollmg Interest

The noncontrolhng 1nterest represents the noncontrolhng owner’s portlon of the income of a Jomt
venture in which ATK is the primary owner. This joint venture was acqulred w1th Composrte
Optics, Iiic. (“COI”) and 1s consohdated 1nto ATK’s financial statements '

qumdlty and Capltal Resources

ATK manages its business to maximize operatmg cash flows as'the prrmary source of hquldlty In
addition to cash on hand and cash generated by operatlons, sources of liquidity include a committed
credit facility, long-term' borrowings, and ‘access to the public debt and equity markets. ATK uses its"
cash to fund its investments in its existing core busmesses acqulsmon activity, share’ repurchases and
other activities, : : »

¢

Cash Flow. Sdmmary

ATK’s cash flows from operating, iﬁvesting' and financing activities, as reflectéd in the Consolidated
Statement of Cash Flows for the years ended March 31, 2011 2010, and 2009 are summarized as
follows: C : : o

. | . S 2 200" 2000
. Cash-flows provided by operating activities . . . .. . $ 421,070 .$ 193,662 - $ 424,987 ...
Cash flows used for investing activities . . . ... .. (299,451)  (132,625) (186,527)
Cash flows provrded by (used for) fmancmg ‘ .
Cactivities ... L.l . 186; 762 - (3844) (2L, 533)
' Net cash flows. . . .. . . eeeeneea.. o0 8308381 S 57,193 $ 216927
Operating Activities. S : R T

Net cash provided by operatlng act1v1t1es increased $226 635 compared to. the. pr1or year period.
This increase was driven by the absence of $300,000 of cash used to fund the pension plans during
fiscal 2010 and an increase of $34,767 in-net.income over the prior year. These increases wére partially
offset by a $48;246 increase in cash used forworking capital primarily to support higher commercial
aerospace sales which is dr1v1ng the long-term receivable balance higher, the repayment ofa
government grant, and more cash used to pay taxes in the current year. '

Net cash from operatmg activities decreased by $231 325'in fiscal 2010 prlmarlly due to $300, 000 of
cash used to fund the pension plans during fiscal 2010 and $35,656 more cash used for workmg cap1ta1
to support hlgher sales These decreases were partially offset by an 1ncrease in net income, net of .~ ‘
impairment charges, and $17,830 less cash used to pay taxes in fiscal 2010.
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Cash used for workmg capital is defined as net receivables plus long-term recelvables;plus net
inventories, less accounts payables and contract advances : :

Investmg Actzvmes

Net cash used for investing activities increased by $166,826 primarily due to the $172,251 pald in
fiscal 2011 to acquire Blackhawk ‘as well-as the lack of $5,002 of cash received in September 2009 -
related to a preliminary purchase price adjustment for the fiscal 2009 acquisition of Eagle: Industries.
These increases were partially offset by a decrease in the amount of cash used for capital expenditures.-

'Net cash‘used for 1nvestmg activities decreased by $53,902 in fiscal 2010 prlmarrly due to the
$63, 000 paid in 2009 to acquire Eagle, $6,049 paid in 2009 as contingent consideration for a 2003
acquisition, and the $5,002 ATK received as a preliminary purchase price ad]ustment on the Eagle
acquisition during 2010. These decreases were partlally offset by $31 991 more cash used for capltal
expendltures to expand operatlons ' o

Financing Activities.

Net cash provided by financing activities was $186,762 compared to-a use of $3,844 in the. prior
year. This change was primarily due to $750,000 in proceeds received from entering into the Second
Amended and Restated Credit Agreement and i Issuing the 6. 8?5% Semor Subordinated Notes. This
cash inflow was partially offset by $537,576 of cash used to pay-down and extmgulsh the original
Term A Loan and repay the 2.75% Convertlble Semor Subotdinated Notes' due 2024 in October, as
discussed further bélow. ATK also paid $19,883 in cash for debt issuance costs durlng f1scal 2011 and a
$6,700 dividend to its stockholders during fiscal 2011. ' Do ¥ ,

Net cash used for financing activities decreased by $17,689 in fiscal 2010, primarily driven by the
absence of $31,609 in cash paid during 2009 for the repurchase of treasury shares. This decrease was
partially offset by payments. of $13 750 on ATK’s Term A Loan due in 2012

Liquidity

In addition to ATK’s normal operating cash requlrements the Company s prm01pa1 future cash
requirements will be to fund capital expenditures, debt repayments; employee benefit obligations, share
repurchases, dividends, and any strategic acquisitions. ATK’s short-term cash requirements for
operations are expected to consist mainly of capital expenditures to maintain and expand production
facilities and working capital requirements. ATK’s debt service.requirements over the next two years
consist of principal payments due under the. new Senior Credit Facility. and the ‘maturity of its 2.75%
Convertible Notes due 2011 in fiscal year 2012, as discussed further below. ATK’s other debt service
requirements consist of interest expense on its debt. Additional cash may be requlred to repurchase or
convert any or all of the convertible notes under certain circumstances.

On Novemberv4, 2010, ATK announced that its Board of Directors had declared the Company’s
first quarterly cash dividend. The $0.20 per share dividend was paid on March 4, 2011, to"stockholders
of record on February 8, 2011. On May 3, 2011, ATK’s Board of Directors declared a quarterly cash
dividend of $0.20 per share payable on June 30, 2011, to stockholders of record .on June 6, 2011. The
payment and amount of any future dividends are at the discretion of the Board of Directors .and will be
based on a number of factors, including our earnlngs liquidity position, financial condition, capital
requirements, credit. ratings and the availability and cost of obtaining new debt. We cannot be certain
that ATK will continue to decldre dividénds in the future and as such, the amount and timing of any
future dividends are. not determmable

Based on ATK’s current frnanc1al condition, management beheves that ATK’s cash posmon
combined with anticipated generation of cash flows and the availability of funding, if needed, through
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ATK’s revolving credit facilities, access to debt and equity markets, as well as ;potential future sources
of funding including additional bank financing and debt markets; will be adequate to fund future
growth as well as to service ATK’s currently anticipated long-term debt and pension obllgatlons make
capital expenditures, and fund any share repurchases and payment of dividends over the next.

12 months

ATK’s access to. 11qu1d1ty sources has not been matenally unpacted by the.current .credit: ;
environment, and ATK does not expect that it will be materially impacted in the near future. There: can
be.no assurance, however, that the cost or availability of future borrowings, if any; will not'be:. ‘
materially impacted by capital market conditions. On October 7, 2010, ATK entered into a Second
Amended and Restated Credit Agreement (the “New Senior Credit Facﬂlty”) which is comprlsed of a
Term A Loan of $400, 000 and a $600,000 Revolving Credit Facility, both of which mature in 2015. The
Term A Loan is subject to annual prlncrpal payments of $20,000 in each of the first and second years
and $40,000 in each of the third, fourth, and fifth years, paid on a quarterly basis, with the balance due
on October 7, 2015. ATK will incur higher interest costs under its New Senior Credit Facility than were
incurred under the prior Senior Credit Facility, due to changes in capital market conditions.

Long-Term Debt and Credit Facilities

‘As of March 31, 2011, ATK had actual total indebtedness of $1,609,709 and the $600, 000
Revolving Credit Facility provided for the _potential of additional borrowings up to $412,456. There
were no outstandmg borrowings under the Revolvmg Credit Facility as of March 31, 2011, although
ATK had outstandlng letters of credlt of $187 544 whlch reduced amounts avallable urider thé fac111ty

ATK’s indebtedness at consists of the following:

' March'31,2011 - March 31,2010 ‘
‘Senior Credlt Facrllty dated October 7, 2010 _ R ‘; B . o
Term A Loandue 2015. ... .. .......0 . ... ... $°390,0000 % —
Revolving Credit Facility due 2015 ............. — —
Senior Credit Facility dated March 29, 2007: '

Term A Loan due 2012 &0 .o s v oo S o 261,250
‘Revolving Credit Facility due 2012 S B L T —
2.75% Convertible Senior Subordmated Notes due . . '
2011 L ~+ 300,000 - 300,000 -
6.75% Senior Subordinated Notes due. 2016 e 400,000 400,000
6.875% Senior .Subordinated Notes:due.2020........ - 350,000 - —
:2.75% Convertible Semor Subordrnated Notes'due . . S .
2024 L o .= 279,763
3.00% Convertible Semor Subordinated Notes due : T
2024 ....... P e e e 199453 199,453
Pr1n01pa1 amount of long-term debt .......... .. 1,639,453 . 1,440,466
Less Unamortized discounts . .. ................ 029,744 - 46,912
Carrying amount of long-term debt . . R oo v 1,609,709 0 1,393,554
Less: current portlon . L.l 0 e 7320,000 13,750
' _Carrymg amount of long term debt excludrng current - ' : ' v
POTHON . ..ottty il ‘,$_1,289,709 - $1,379,804 .

See Note 11 “Long-Term Debt” to the consolidated fmanmal statements in Part 11, Item 8 for a °
detailed discussion of these borrowings. - : \ e

55




New Senior Credn‘ Faczlzty

As dlscussed above on October 7, 2010, ATK entered into the New Senior Credlt Facility. The
Term A Loan and Revolving Credit” Facility both mature in 2015. The Term A Loan is subject to
annual principal payments of $20,000 in each of the first and second years and $40,000 in each of the’
third, fourth, and fifth years, paid on a quarterly basis, with the balance.due on October 7, 2015.

Substantially all domestic, tangible and intangible assets of ATK and its subs1d1ar1es are pledged as
collateral under the New Senior Credit Facility. Borrowings under the Senior Credit Fac111ty bear
interest at a rate equal to either the sum of a base rate plus,a ‘margin or the sum of a Eurodollar rate
plus a margin. Each margin is based on ATK’s senior secured credit ratings. Based on ATK’s current
credit rating, the current base rate. margm in 1.25% and the current Eurodollar margin is 2. 25%. ATK
must also pay an annual comm1tment fee on the unused portlon of the Revolvmg Credlt Fa0111ty

It is currently expected that there will be no borrowrngs against the Revolving Credlt Facility at -
March 31, 2012.

2.75% Convertzble Notes due 2011

ATK’s 2.75% Convertible Notes due 2011 mature on September 15, 2011 Interest: on: these notes
is payable on March 15 and September 15 of each year. Holders may convert their notes-at a-
conversion rate of 10.3617 shares of ATK’s common stock per $1 principal amount of these notes (a
conversion price of $96.51 per share) in the event that the ATK stock price exceeds certain levels, upon
the occurrence of certain corporate transactions, or during the last month prior to matunty ATKis
requlred to. satisfy 100% of the pr1nc1pa1 amount of these notes solely in ‘cash, with any amounts above
the principal amourit to be satisfied in cash, common stock or a combmatron of cash and common
stock, at the sole election of ATK.

In connection with the issuance of the 2. 75% Convert1ble Notes due 2011, ATK purchased at a’
cost of $50,850, call options (the “Call Options™) on its common stock. The ‘Call- Options; which
become: exercisable upon conversion of the related convertible.notes, allow ATK to:purchase -
approximately 3.1 million shares of ATK’s common stock and/or cash from the counterparty at an -
amount equal to the amount of common stock and/or cash related to the excess conversion value that
ATK would pay to the holders of the related convertible notes upon conversion. In addition, ATK sold
warrants (the “Warrants”) to issue approximately 3.3 million shares of ATK’s common stock at an
exercise price of $116.75 per share. The proceeds from the sale of the Warrants totaled $23,220. On a
combined basis, the Call Options and the Warrants are intended to reduce the potential dilution of '
ATK’s common stock in the event that the 2.75%) Convertlble Notes due 2011 are converted by
effectlvely increasing the conversion price. of these notes from $96.51 to $116.75. The Call Options and
the Warrants are separate and legally distinct instruments that bind ATK and the counterparty and
have no blndmg effect on the holders of the convertlble notes. ’

6.75% Notes due 2016

ATK’s 6.75% Notes mature on April 1, 2016. These notes are general unsecured obligations.
Interest on these notes accrues at a rate of 6.75% per annum and is payable semi-annually on April 1 -
and October 1 of each year. ATK has the right to redeem some or all of these notes from time to time
on or after Apnl 1, 2011, at specified redemptlon prlces

6.875 % Notes due 2020

ATK’s 6.875% Notes mature on September 15, 2020. These notes are general unsecured
obligations. Interest on these notes accrues at a rate of 6.875% per annum and is payable semi-annually
on September 15 and March 15 of each year. ATK has the right to redeem some or all of these notes
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from time to time on or after September 15, 2015, at specified redemption prices. Prior to .
September 15, 2015, ATK may redeem some or all of these notes at a price equal to 100% of their
principal amount plus accrued and unpald mterest to the date of redemptlon and a specified
make-whole premlum :

2.75% Convertiblé Notes due 2024

In September 2010, ATK notrfled holders of its 2. 75% Convertible Notes due, 2024 that were to
mature on February 15, 2024, of its intention to redeem the notes on October 14, 2010. Following
notification of the redemption, holders of the notes had the right to convert their notes at a conversron'
rate of 12.5843 shares of ATK’s common stock per $1 prmcrpal amount (a conversion price of $79. 46 ,
per share). Of the $279,763 aggregate pr1nc1pa1 amount outstandlng, $279,735 were redeemed, which
ATK paid in cash. Holders of the remaining $28 elected to convetf their Notes and were ‘paid that
amount in cash following the:end of the conversion period-in November.

3.00% Convertible Notes due 2024

ATK’s 3.00% Convertible Notes due 2024 mature on August 15, 2024. Interest on these notes is
payable on February 15 and August 15 of each year. Beginning August 20, 2014, ATK will be requlred
to pay contingent interest at a rate driven by the average.trading pnce of  these- notes rf the trading
prlce reaches specified levels during the measurement period. : :

“ATK may redeem all of these notes in cash at any ‘time on or after August 20, 2014 Holders of
these notes may require ATK to repurchase in cash some or ‘all of the Notes. on August 15, 2014 and
August 15, 2019. Note holders may “also convert the1r notes at a conversion rate of 12.5392 shares of
ATK’s common stock per $1 principal amount of these ndtes (a conversion price of $79.75 per share)
in the event that the ATK stock price exceeds certain levels, if ATK were to call thesé notes for
redemption, or upon the occurrence of certain corporate transactions. ATK is required to-satisfy 100%
of the principal amount of these notes solely in cash, with any amounts above the principal amount to
be satisfied in* cash, common stock ora: combmatron of cash and Common stock at the sole election of

Rank and Guarantees

The 3.00% Convertible Notes, the 2 75% Convertrble Notes due 2011, the 6.875% Notes due 2020,
and the 6.75% Notes due 2016 rank equal in right of payment with each other and all of ATK’s future
senior subordinated indebtedness and are subordinated in right of payment to ‘all existing and future
senior indebtedness, including the New Senior Credit Facility. The outstanding notes are guaranteed on
an unsecured basrs, jointly and severally and fully and uncondltlonally, by substantially all of ATK’s
domestic subsidiariés. The parent company has no independent assets or operations: Subsidiaries of
ATK other than the subsidiary guarantors are minor. All of these guarantor subsidiaries are 100%
owned by ATK. These guarantees are senior subordinated obligations of the applicable sub51d1a1y
guarantors

Covenants g

ATK’s New Senior Credrt Facrhty 1mposes restrlctlons on ATK, mcludmg 11m1tat10ns on its ab111ty ‘
to incur additional debt, enter into capital leases, grant liens, pay dividends and make certain other
payments, sell assets, or merge or consolidate with or into another entity. In addition, the New Senior .
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Credit Facility limits ATK’s ability to enter into sale-and-leaseback transactions. ‘Theé New Senior Credit
Facility also requires that ATK meet and maintain the following financial ratios:

Senior Leverage Interest‘

Ratio Leverage Ratio  Coverage Ratio
Requlrement, cihe i P , <2.50 <4.00 ~ =3.00
- Actual at March 31, 2011 B P -0.69 2.64 9.84

‘The Leverage Ratio is the sum of ATK’s total debt plus financial letters of credlt d1v1ded by .
Covenant EBITDA; (Wthh includes adjustments for items such as non-recurring or extraordinary .
noncash expenses; non-cash charges related to stock-based compensatlon and intangible asset . . ..
impairment charges) for the past four fiscal quarters. The Senior Leverage Ratio is the sum of ATK’
senior. debt plus financial letters of credit divided by Covenant EBITDA. The Interest Coverage Ratro
is Covenant EBITDA divided by interest expense (excluding non-cash charges)

Many of ATK’s debt agreements contain cross-default provisions so that non-compliance with the
covenants within one debt agreement could cause a default under other debt agreements as well. ATK’s
ability to comply with these covenants and to meet and maintain' the financial ratios may be affected by
events beyond its control. Borrowings under the Senior Credit Facility are subject to compliance with
these covenants. As of March 31, 2011, ATK was in compliance with the financial covenants and ATK
expects to be in compliance with the covenants in all of its long-term debt agreements for the
foreseeable future. )

The mdentures governmg the 6. 75% Notes, the 6.875% Notes due 2020 the 2.75% Convertrble
Notes due 2011 and the 3.00% Convertible Notes impose restrictions on ATK, including limitations o
its ability to incur addrtronal debt, enter into capital leases, grant liens, pay dividends and make certain
other payments sell ‘assets, of merge or consolidate with or into anothér entity. As of March 31, 2011,
ATK was_in compliance with: the 1ndentures and expects to be in: comphance w1th the 1ndentures for
the foreseeable future.: Yoo P LE : :

Share Repurchases

. In: fiscal: 2009, ATK repurchased 299,956 shares for $31,609 and repurchased no additional shares
in f1scal,2010 or fiscal 2011. No significant share repurchase activity i currently expected ‘during fiscal:~
2012.- Any additional authorized repurchases.would: be subject to market conditions and ATK’s -
compliance with its debt covenants. ATK’s 6.75% Senior Subordinated Notes and 6.875%: Senior
Subordinated Notes limit the aggregate sum of dividends, share repurchases, and other designated .
restricted payments to: an amount based on ATK’s net:income, stock issuance. proéeeds,-_and certain
other items; less restricted payments made, since April 1, 2001. As of March 31; 2011, this limit was -
approximately $655,000. As of March 31, 2011, the New:Senior Credit Facility allows ATK to.make .: -
unlimited “restricted payments” (as defined in the credit agreement), which among other items, would
allow payments for future stock repurchases, as long as ATK maintains a certain amount of liquidity .
and maintains certain senior debt limits, with a limit, when those senior debt 11m1ts are not met, of
$250 000 plus proceeds of any equlty 1ssuances plus 50% of net income since October 7, 2010.°
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Contractual Obligations and Commercial Commitments :
_ The following table summarizes ATK’s ¢ontractual obligations and commercial commitments as of
March 31, 2011: :

Payments due by period .

, Total = Less than 1year 1-3years 3 - 5 years More than 5 years

Contractual obligations: i
Long-termdebt . ... .......... * $1,639,453 $320,000 - $70,000 $279,453: $ 970,000
Interest on debt(1) "........ ... 487,142 71,964 - 134,195 126,584 - 154,399
Operating leases .. ........... 464,203 69,594+ 117,465 102,993 174,151
Environmental remediation costs, RS L N S

met LUl e 25,531 C446 2,632 4813 - 17,640 -
Pension and other PRB plan- e o S

contributions . ........... .. 1,041,998 . 82,469 .. 357,468 . 355,254 - 246,807

" Total contractual obligations-. .. " $3,658327 $544,473 + $681,760 ‘ $869,097 - $1,562,997 .

o Commitment Expiration by period
Total *  Within 1year 13 years  3-5 years

Other commercial commitments: ’ e
Letters of credit ............................. $187,545  $154,717  $31,715 - $1,113

(1) ‘In'(_':iudgqs: interest on variable rate debt calculated based on interest rates at March 31, 2011, o
B Variable rate debt was approximately 24% of ATK's total debt at March 31, 2011."

- The total liability for uncertain tax positions at March 31,2011 was ‘approximately $31,855. None
of the liability is expected to be paid within 12 months and is therefore classified within other
long-term liabilities. ATK is not able to provide a reasonably reliable estimate of the timing of future
payments relating to the non-current uncertain tax position obligations. SEER Y Lwe o

Pension plan contributions are an estimate of ATK’s minimum funding requirements. through: fiscal
2021 to provide pension benefits for employees based on expected actuarial estimated service aceruals -
through fiscal 2021 pursuant to the Employee Retirement Income Security Act, although:ATK ‘may "
make additional discretionary contributions. These estimates may change significantly depending on the
actual rateof return on plan assets, discount rates, discretionary pension contributions, and regulations.
A substantial portion of ATK’s Plan contributions are recoverable from the U.S. Government as -~
allowable indirect contract costs at amounts generally equal to the pension plan contributions, ‘although
not necessarily in the same year the contribution is made. I

Off-Balance’ Sheet Arrangements

In connection with the issuance of the 2.75% Convertible Notes due 2011, ATK ‘entered into call
option and warrant transactions. The convertible note call option and warrant transactions are designed
to increase the effective conversion price per share of ATK’s common stock from $96.51 to $116.75
and, therefore, mitigate the potential dilution upon conversion of the 2.75% Convertible Notes due
2011 at the time of conversion. The convertible note call option and warrant transactions have been
recorded at cost within stockholders’ equity in the consolidated financial statements in accordance with
current authoritative guidance. See further discussion under the heading “Long-term Debt and Credit
Facilities” above.
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Contingencies

Litigation. From time to time, ATK is subject to various legal proceedings, including lawsuits,
which arise out of, and are incidental to, the conduct of ATK’s business. ATK does not consider any of
such proceedings that are currently pending, individually or in the aggregate, notwithstanding that the
urifavorable resolution of -any matter may have:a material effect on our net earnings in any particular -
quarter, to be material to its business or likely to result in a material adverse effect on its future
operating results, financial cond1t10n or cash flows.

On or about April 10, 2006, a former ATK. employee filed a qui tam complaint in federal court in
Utah alleging that ATK knowingly submitted claims for payment to the U.S. Government for defective
LUU series illuminating flares that failed to conform to certain safety specifications and falsely certified
compliance with those specifications. The lawsuit was initially filed under seal. ATK was first informed
of the lawsuit by the United States Department of Justice (DOJ) on March 13, 2007. Thereafter, the
DOJ intervened in the qui tam action and filed an-amended complaint on November 2, 2007. On
May-29, 2008, ATK filed its answer to the complaint. On January 3, 2011, the. trial court issued a
scheduling order setting a preliminary trial date of January.23,-2012. Fact discovery is substantially
complete in the case. Expert witness. discovery and pre-trial»motion practice is underway.

ATK denies any allegatlons of improper conduct. Based on what is known to ATK about the
subject matter of the complaint, ATK does not believe that it has violated any law or regulation and
believes it has valid defenses to all allegations of Jimproper conduct. Although it is not possible at this
time to predlct the outcome of the litigation, ATK believes, based on all available information, that the
outcome will not have a material adverse effect on its operating results, financial condition or cash
flows. Some potential, however, does remain for an adverse judgment that could be material to ATK’s
financial position, results of operatlons or cash flows. As a result of the uncertainty regarding the
outcome of this matter, no provision has been made in the flnancml statements with respect to this
contlngent llab111ty ’

Envzronmental Lzabzlztzes ATK’s operations and ownership or use of real property are subject to a
number of. federal, state, and local environmental laws and regulations, including those for discharge of
hazardous materials, remediation of contaminated sites, and restoration of damage to the environment.
At certain sites that ATK owns or operates or formerly owned or operated, there is known or potential
contamination that ATK is required to investigate or remediate. ATK could incur substantial costs,
including remediation costs, resource restoration costs, fines, and penalties, or third party property
damage or personal injury claims, as a result of liabilities associated with past practices or violations of
environmental laws or non-compliance with environmental permits.

The 11ab111ty for. environmental remediation represents management’s best estimate of the present
value of the probable and reasonably estimable costs related to known remediation obligations. The
receivable represents the present value of the amount that ATK expects to recover, as discussed below.
Both the liability and receivable have been dlscounted to reflect the present value of the expected
future cash flows, using a discount rate of 2.50% and 2.75% as of March 31, 2011 and 2010,
respectively. ATK’s discount rate is calculated using the 20-year Treasury constant maturities rate, net
of an estimated inflationary factor of 1.9%, rounded to the nearest quarter percent. The followmg isa
summary of the amounts recorded for environmental remediation:

March 31, 2011 Marech 31, 2010
Liability Receivable Liability Receivable
Amounts (payable) receivable . . ... ....... .. ... ... $(59,869) $34,337 $(60,908) $35,622
Unamortized discount . ............... . ... ...... 7,983 (3,862) 8,724  (4,280)
Present value amounts (payable) receivable ... ......... $(51,886) $30,475 $(52,184) $31,342
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As of March 31, 2011, the estimated discounted range of reasonably possible costs of
environmental remediation was $51,886 to $83, 530.

ATK expects that a portlon of its environmental comphance and remediation costs w1ll be i
recoverable under U.S. Government contracts. Some of the remediation costs that are not recoverable
from:the U.S. Government that are associated with facilities purchased in a busmess acquisition may be
covered.by various indemnification agreements, as descnbed below.. :

* As part of its acquisition of the Hercules Aerospace Company in f1scal 1995, ATK generally
-+ assumed responsibility for environmental compliance at the facilities acquired from Hercules
“ (the “Hercules Facilities”). ATK believes that a portion of the compliance and remediation costs
.+ associated with the Hercules Facilities will be recoverable under U.S. Government contracts. If
=~ ATK were unable to- recover those environmental remediation costs under these contracts,” g
- ATK believes these costs will be covered by Hercules Incorporated, a subsidiary of Ashland:Inc.,
(Hercules) under environmental agreements entered into in connection with the Hercules
acquisition. Under these agreements, Hercules has agreed to indemnify ATK for environmental -
conditions-relating to releases or hazardous. waste activities occurring prior to ATK’s purchase of |
the Hercules Facilities; fines relating to pre-acquisition environmental compliance; and
environmental claims arising out of breaches of Hercules’ representations and warranties.
Hercules is not requlred to indemnify ATK for any individual claims below $50. Hercules is
ob11gated to indemnify ATK for the lowest cost response of remediation required at the’ facxhty
that is acceptable fo the applicable regulatory agencies. ATK is not responsible for conducting
' any remedial activities with respect to the Clearwater, FL facility. In accordance with its *
"agreement with Hercules, ATK notified ‘Hercules of all known contamination on non-federal
lands on or before March 31 2000 and on federal lands on or before March 31 2005

* ATK generally assumed respons1b111ty for environmental comphance at the Throkol Fac1ht1es
acquired from Alcoa Inc. (“Alcoa”) in fiscal 2002. ATK expects that a portion of the compliance -
and remediation costs associated with the acquired Thiokol Facilities will be recoverable under
U.S. Government contracts, In accordance with its agreement with Alcoa, ATK' notified Alcoa of
all known environmental remediation issues as of January 30, 2004, Of these known issues,
"ATK is responsible for any costs not recovered through U:S. Government _contracts at Th1okol
Facilities up to $29,000, ATK and Alcoa have agreed to split evenly any amounts between
$29,000 and $49,000, and ATK is responsible for any payments in excess of $49, 000. At this time,
ATK beheves that costs not recovered through'U.S. Government contracts will ‘be immaterial. -

ATK cannot ensure that the U S. Government, Hercules Alcoa, or other third parties will
reimburse it for any particular environmental costs or reimburse ATK in a timely manner or that any
claims for indemnification will not be disputed. U.S. Government reimbursements for cleanups are
financed out of a particular agency’s operating budget and the ability of a particular governmental
agency 'to make timely reimbursements for cleanup ‘costs will be subject to national budgetary
constraints. ATK’s failure to obtain full or timely reimbursement from the U.S: Government, Hercules ‘
Alcoa, or other third parties could have a material adverse effect on its operating results, financial
condition,’ or cash flows. While ATK has environmental management programs in place to m1t1gate
these risks, and environmental laws and regulatlons have not had a material adverse effect on ATK’s
operating results, financial condition, or cash flows in the past, it is difficult to predict whether they will
have a material impact in the future.
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At March 31, 2011, the aggregate undiscounted amounts payable for envirerimental remediation
costs, _net of expected recoveries, are estimated to be:

“UBiscal 2012 L. ... PR 7T

Fiscal 2013 . R P P e 2314
"Fiscal 2014 ... .. T R P P 318

Fiscal 2015 . ... ....cvvenn.s e e 2533

Fiscal 2016 . . oo v vttt e e Da T22800
CThereafter ... 0 ... . A Lo 17,640

4 1o ) 7 1 R e e e e i wae e e $25,531 .

There were' no matenal 1nsurance recover1es related to. envrronmental remed1at1on durmg f1scal
2011, 2010, or 2009. ' ‘

. -Factors that could,signiﬁcantly changethe estimates described in this_ section on environmental
liabilities include: - S .

* the adoption, implementation, and interpretation of new laws, regulations, or cleanup standards,
. advances in technologles ) ' o

.. outcomes of negotiations or litigation w1th regulatory authormes and other part1es o
. add1t1ona1 1nf0rmat1on about the ultrmate remedy selected at new and ex1st1ng s1tes,
¢ adjustment of ATK’s share of the cost of such remedles, v
* changes in the extent and type of site ut1112at1on,
‘s the discovery of new contamlnat1on

* the number of parties found lable at each site and their ab111ty to pay, ‘

. more current estlmates of liabilities for these contingencies, or

. l1ab111t1es assoc1ated with resource restoration as-a result of contam1nat1on from past practlces

New Accountmg Pronouncements

See Note 1 to the consohdated fmanc1al statements in Item 8 of th1s report for d1scuss1on of new
accounting pronouncements. : :

Inflation o

In management’s opinion, inflation has not had a significant impact upon thé results of ATK’s
operations. The selling prices under contracts, the majority of which are long term, generally include
estimated costs to be incurred in future periods. These cost projections can generally be negotiated into
new buys under fixed-price government contracts, while actual cost increases are recoverable on
cost-type contracts.

ATK, however, has been impacted by increases in the prices of raw materials used in production as
well as rising oil and energy costs. The prices of commodity metals, such as lead, zinc, and especially
copper, have significantly increased. These price increases generally impact our small-caliber
ammunition business. ATK’s risk management practices are discussed in Item 7A of this report.

62



ITEM 7A. - QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

ATK is exposed to market risk from changes in interest rates. To mitigate thé risks from interest
rate exposure, ATK occasionally enters into hedging transactions, mainly interest rate swaps, through
derivative financial instruments that have been authorized pursuant to corporate policies. ATK uses
derivatives to hedge certain interest rate, foreign currency exchange rate, and commodity price risks,
but does not use derivative financial instruments for trading or other speculative purposes, and ATK is
not a party to leveraged financial instruments. Additional information regarding the financial
instruments is contained in Notes 1 and 3 to the consolidated financial statements. ATK’s objective in
managing exposure to changes in interest rates is to limit the impact of such changes on earnings and
cash flow and to lower the overall borrowing costs.

ATK measures market risk related to holdings of financial instruments based on changes in
interest rates utilizing a sensitivity analysis. The sensitivity analysis measures the potential loss in.fair
values, cash flows, and earnings based on a hypothetical change (increase and decrease) in interest
rates. ATK used current market rates on the debt portfolio to perform the sensitivity analysis. Certain
items such as lease contracts, insurance contracts, and obligations for pension and other postretirement
benefits were not included in the analysis.

Currently, ATK’s primary interest rate exposures relate to variable rate debt. The potential loss in
fair values is based on an assumed immediate change in the net present values of interest rate-sensitive
exposures resulting from a 100 basis point change in interest rates. The potential:loss in cash flows and
earnings is based on the change in the net interest income/expense over a one-year period due to the
change in rates. Based on ATK’s analysis, a 100 basis point change in interest rates would not have a
material impact on the fair values or ATK’s results of operations or cash flows. :

With respect to ATK’s commercial ammunition business, ATK has improved manufacturing
efficiencies and has initiated price increases to mitigate the impact of increased commodity costs. ATK
has a strategic sourcing and price strategy to mitigate risk from commodity price fluctuation. ATK will
continue to evaluate the need for future price changes in light of these trends, ATK’s competitive
landscape, and its financial results. If commodity costs continue to increase, and if ATK is unable to
offset these increases with ongoing manufacturing efficiencies and price increases, ATK’s future results
from operations and cash flows would be materially impacted.-

Significant increases in commodities can negatively impact operating results with respect to. ATK’s
firm fixed-price contract to supply the DoD’s small-caliber ammunition needs. Depending on market
conditions, ATK has entered into futures contracts in order to reduce the impact of metal price
fluctuations. The majority of the impact has been mitigated on the four-year small-caliber ammunition
supply contract with the U.S. Army by the terms within that contract, which is expected to continue
into 2014; however, if metal prices exceed pre-determined levels, Armament Systems’ operating results’
could be adversely impacted.

63



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA -
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Alliant Techsystems Inc.:

. We have audited the accompanying consolidated balance sheets of Alliant Techsystems Inc. and
subsidiaries (the “Company”) as of March 31, 2011 and 2010, and the related consolidated statements
of income, stockholders’ equity, and cash flows for each of the three years in the period ended

‘March 31, 2011. These consolidated financial statements are the responsibility of the Company’s

management. Our respon51b111ty is to express an op1n10n on these consolidated f1nancra1 statements
based on our aud1ts : :

. We conducted our audlts in accordance with the standards of the Public Company Accountmg
Ovcr51ght Board (Umted States). Those standards require that we plan and perform the. audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An

audit includes examining, on a test basis, evidence supporting the amounts and’disclosures in the

financial statements. An audit also includes assessing the accounting principles used and s1gn1flcant '

“estimates made by management, as well-as evaluating the ‘overall financial statement presentatlon ‘We
beheve that our audits provide a reasonable basis for our opinion.

In our opinion, such consohdated financial statéments present’ falrly, in all material respects theA :
financial position of Alliarit Techsystems Inc. and subsidiaries at March 31, 2011 and 2010, and the -
results of their operations-and their cash flows for each of the three years in the period ended
March 31, 2011, in conformlty w1th accounting principlées generally accepted in‘the United States of

Amerlca

We have also audited, in accordance with the standards of the Public Company.Accounting
Oversight Board (United States), the Company’s internal control over financial reporting as of
March 31, 2011, based on the criteria established in Internal Control—Integrated Framework issued by
the Comihittee of Sponsoring Organizations of the Treadway Commission, and our report dated
May 25, 2011, expressed an unqualified opinion on the effectiveness of the Company’s. internal .control
over financial reportmg . n

‘/S/ DELOITI‘E &. TOUCHE LLP

'aneapohs Minnesota

May 25, 2011
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CONSOLIDATED INCOME vSl'If‘ATEMENTS -

(Amounts in thousands except per share data)

. 2
7

.. Years Ended March 31

Sales.._...,...' ..... ..... .
Costofsales ......................... -
Gross proflt. e e e s e e R .
Operating expenses: -~ .+ .- . ., o
Research and development .. ........................
Sellmg................,‘.:1._,..._‘.; ................
General and adniinistrative . . . . AP o
Trade name and goodwﬂl 1mpa1rments e
Income before mterest mcome taxes and noncontrollmg 7
mterest B TE R R R R II,
Interest expense Ceeteiee e IR TP
Interest income . ............. e e e e e s e e e e e
Income before income taxes and noncontrollmg mterest ....... )
Income tax pI'OVlSlOl‘l biene e e e
Net i mcome ........................................
Less net income attrlbutable to noncontrollmg interest .......
Net income attributable to Alliant Techsystems Inc. . ........
Alliant Techsystems Inc earnmgs per common share
Basic ...\ e iaen .ol LU e e e i
D11uted,. e e e

Alliant Techsystems ‘Inc. weighted- average number of common
shares outstanding:
Basic . ... .

011 2010 2009
$4 842,264 $4,807,666 $4,583,224
3,840,608 3776355 3,607,312
1,001,566 1,031,311 975,912
64,960 75896 - 81,529
164063 168986 161,805
246817 236084 239,621
— 38008 108500
525726, 512, 37 3sa4sT
_(87612) . (77.494). . (87313)
560 . 574 . 905
438,674 435417 298,049
124963 156,473 157,096
--.;313 711 - ,278 944 140,953
L5360 . 230 187
$ 313,175 $ 278,714 $ 140,766
$ 941§ 848 :$ 430
$ 932 % 833 § 414
33275 32,851 32,730
33615 ~ 34,013

See Notes to the Consolidated Financial Statements.
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¢ "CONSOLIDATED BALANCE SHEETS

See Notes to the Consolidated Financial Statements.
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T el March 31
(Amounts in thousands except share data) 2011 2010 ..,
ASSETS
Current asséts: - -

Cash and cash equivalents . . . ..... S A N A AP A $ 702,274 $ 393,893
Net receivables . . . . . e e e e e 945,611 902,750
. Net inventories . . . .. e e e el 242,028 236,074
‘,.’_Incometaxrecelvable e e DI e 22228 —
‘Deferred i income tax assets ............. [P eeeeeee... 0 65843 67813
Other current assets ......... FE PP e eeewwnes. 81249 118,448

" Total current assets .. ............ S e e £ 2,059,233 . 1,718,978
Net property, plant, and equlpment ....... P i 587,749 - 561,931
Goodwill . 'Z\”; ..................... e e e e 1,251,536 1,183,910
Déferred income tax assets . ... ....... PR S 100,519 - 140,439
Deferred charges and other non-current assets . ............... ¢ ... ... " 444,808 ‘ 264,366

TOtal BSSEES mv . o v v i e el e e e e e e e $4,443,845 - $3,869,624
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities: - . o } A

_ Current portion of long-term debt ................... e [ $ 320 000 $ 13,750
-~ Accounts: payable ..., ... P e e 292, 281 . 273,718
-. Contract advances and allowances PR P e e 121, 927 - 106,819
=ivAccrued. compensatlon ........ e e e e e e e e e e see 135,442 - 172,630
Accruedlncometaxes...»._'................................‘._.'.”- . — .- 14,609
Other accrued liabilities . . .. ..... PR P e B - 193,836 206,289

Total current liabilities . ............... e e e e 1,063,486 787,815
‘Long-term debt ..... B e e e e e e e e coldl oo 1,289,709 1 ,379,804
Postretirement and postemployment beneflts 11ab111t1es N T 22X 1) v 142,541
“Accrued pension liability <. 7. ........ e e e e e 671,356 . 622,576
Other long-term liabilities . ... ......... ... .. 127,160 129,466

... Total liabilities . . . ... e PR IR 3,277,723 3,062,202
Commitments and contingencies (Notes 10, 12 and 13) '
- Common stock—$.01 par value:
" Authorized—180,000,000 shares A
Issued and outstanding—33,519,072 shares at March 31, 2011 and _

33,047,018 shares at March 31,2010 ................ NN e - 335 330
Add1t1ona1 paid-in-capital". .. .......... e e 559,279. . 578,046
‘Retained earnings . . . «iv.qt e e cewee.. 2,005,651 1,699,176
\Accumulated other comprehenswe loss e - (787,077)  (821,086)
Common stock in treasury, at cost—8,036,377 shares held at. March 31 2011 : . .

.-and-8,508,431 shares held at March 31,2010............... e .. (621,430)  (657,872)

" Total Alliant Techsystems Inc. stockholders’ equlty ............. e 11,156,758 798,594
Noncontrolhnglnterest..................................i."'..'.. 9,364 18,828

Total stockholders’ equity .................. e IR ST W 1,166,122 - . 807,422

Total liabilities and stockholders’ equity......... .0 0 . oL, L)L $4443.845  $3,869,624




CONSOLIDATED STATEMENTS .OF CASH FLOWS

Years Ended March 31

(Am&u'nts in thousands) 2011 SRS 2010_ NS 2009 <
Operating Activities S
Net INCOME . o v ettt ettt e et e e e e $ 313,711  $ 278,944 $ 140,953
Ad]ustments to net income to arrive at cash provided by operating T : .
activities: |, . ' : .
- Depreciation :. . ............ . U PR . 100,041 93 739: © 80,137
 Amortization of intangible assets . .. ... [ o 11,145 6 091 5,616
. Amortization of debt discount ........... e e 17,168 19,867 23,921
" Amortization of deferred financing costs . .. .... S - 75157 ¢ 2,839 2, 857
Trade name and goodwill impairments. . ....... e = 38,008 - 108 500
‘Other asset impairment . . . . ... R, e — - 11,405 . - 7,920
Deferred income taxes........... e e e - -23,018 . (3,338) 108,353
- Loss on disposal of property ............ e PR 2281 5756 . .1, 110.
.Share-based plans expense . .. ........ ... .. ... .. .., 9 740 16, 664 : ‘_ 18 952
“Excess tax benefits from share-based plans............... e (540) (1 691) - (3 287)
:Changes in ‘assets and liabilities: R ‘ '
CNetreceivables .. ..o ivvevn it wewenwe. (153,723) 0 (81,279). (94,239)
Netinventories .............cvuuvuunn.... e e (64000 . 57,  (15,610)
Accounts payable . . .. ... ...l i, e © 20,065 (16221) . 64,345
Contract advances and allowances ....................... 15,108 20 739 4,456
Accrued compensation . . .. ... .. ... ... PP - (53,616)' 800 - 15,312
Accrued income taxes ......: e e e e - (40,164) 59,154~ "+ (70,019)
" Pension and other postretirement benefits ......... e 86,955 7(241,560) 23,306
< Other assets and liabilities- . . ........ R S 71,124 . (16;312) 2,404
Cash provided by operatmg activities . . .. ... L. 421,070 193,662 424,987
Investing Activities * o : : o
. Capital expenditures.. . . . ............... e P (130,201). (143,472) (111,481)
> “Acquisition of business, net of cash acquired . . . ............ e (172,251) 5,002 (75 615)
-~ Proceeds from'the-disposition of property, plant, and,equipment . . . . . .. 3,001 ... - 5,845 569
Cash used for investing activities ................... e ea e (299,451) (132 625) (186 527)
Financing Activities S .
Payments made .on bank Aeb .o\t (13,438) (13 916) .=
Payments made to extinguish debt ... ......... e e (537,576) © (618)
Proceeds from issuance of long-termdebt . . . ...............0 .. 750,000 —_
Payments made for debt issue costs . ................. e (19,883) — )
Purchase of treasury shares . .. ................. [ SRR S - (31,609)
Dividends paid. . ............... b Pl e U (6,700) e — 0 —
“Proceeds from employee stock compensatlon plans ......... S 13,819 ~ : 8381 7,412
“Excess tax benefits from share-based plans ........... e e 540 1,69% ¢+ - 3,287
Cash provided by (used for) financing activities . . ................ 186,762 - (3.844)  (21,533)
Increase’ in cash and cash equivalents ...................... So0eY 308,381 00 57,193 216,927
Cash and cash equivalents at beginning of year . ... .". . . ... 00. .00, - 393,803 336,700 119,773
Cash and cash equlvalents atendofyear............. e SO $ 702,274 $ 393,893 °$336,700
Supplemental Cash Flow Disclosures: ‘ o o T
Noncash investing activity: o I . o
Capital expenditures included in accounts payable ......... weo. § 14,118 -$:15621 $ 20,538

Capital expenditures financed through operating leases . . . . . .. 8§ — — $ 9722

See Notes to.the Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Accumulated
g%‘i‘nﬁg: ‘s,;f::{ Addltlonal . Other .
(Amounts in thousands except share aid-In Retained Comprehensive Treasury Nopcontrolllug Total
data) Shares  Amount Capltal Earnings Loss . Stock Interest - Equity
Balance, April 1,2008 . ......... 32,795,800 $328  $573,321 $1,279,696  $(376,636). $(666,365)  $8,411 $ 818,755
Comprchenswe loss ' ’ ' ' ‘ W :
Net:income: . — — 140,766 — — 187 -+ 140,953
Other comprehenswe mcome (see : L
Note 1): ) ’ '
Adjustments, net . .. ... .. — — —  (275,016) — — .5 (275,016)
"‘Comprehensive loss . ... ... s v o : o  (134,063)
Exercise of stock options . ....... 133,262 1 (2,767) —_ — 10,179 — 7,413
Restricted stock grants . . .. ... ... 67,526 1 (5,205) — — 5,204 — —
Share-based compensation . ...... — . — . 18952 - — — — 18,952
Treasury stock purchased . ....... © {299,956) 3) 3 — — (31,609) — - (31,609)
Performance shares issued met of s . - . ‘ P '
treasury stock withheld . . ... ... 82,674 1 (13,175) — — 6,656 — (6,518)
Tax benefit related to share based
plans andother. . .......... . — — 3,192 — — — — 3,192
Employee benefit plans ‘and other . .- - 4,190 — 354 — — (1,907) — (1,553)
Balance, March 31,2009 ........ 32,783,496 328 574,675 1,420,462 (651,652) (677,842) 8,598 674,569
Comprehensive loss:
Netincome ............... — — 278,714 — — 230 278,944
Other comprehenswe income (see ] . . ) .
Note 1); ? e - : -
Adjustments, net ... . .. ... — — — (169,434) — — . (169,434)
Comprehensive income . . - . .- : R B 109,510
Exercise of stock options . . ...... 170,380 — (4,791) — — 13,172 — 8,381
Restricted stock grants . . . . ... ... 24,743 — (2,437) — — 2,437 — —
Share-based compensation . ...... — —_ 16,664 — — — — 16,664
Performance shares issued net of
treasury stock withheld . .. ... .. 75,100 — 8,759) - — — 5,422 — (3,337)
Tax benefit related to share based o
plansandother. ............ ) — —. 2 346 — — — — 2,346
Employee benefit plans and other . . . (6,701) 2 348 — — (1,061) — (711)
Balance, March 31,2010 .. ... ... 33,047,018 330 578,046 1,699,176 (821,086) (657,872) 8828 807,422
Comprehensive loss: '
Netincome . .............. — — 313,175 — — 536 313,711
Other comprehensive income (see
Note 1):
Adjustments, net . ........ — — — 34,009 — — 34,009
Comprehensive income . . . . . 347,720
Exercise of stock options . ....... 251,401 — (5,622) — — 19,440 — 13,818
Restricted stock grants . . . ... .... 88,585 — (7,057) — — 7,057 — —
Share-based compensation ....... — — 9,740 — — — — 9,740
Performance shares issued net of :
treasury stock withheld . ... ... . 139,342 — (17,193) - — 10,689 — (6,504)
Tax benefit related to share based
plansandother. .. ........ . — — 1,111 — — — — 1,111
Dividends paid . ............. — — — (6,700)* — o= — (6,700)
Employee benefit plans and other . . . (7,274) 5 254 — — (744) — (485)
Balance, March 31,2011 . ....... 33,519,072 $335  $559,279 $2,005,651  $(787,077) $(621,430) $9,364 $1,166,122

See Notes to the Consolidated Financial Statements.

68



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts in thousands except share and per share data and unless otherwise indicated)

1. Summary of Significant Accounting Policies: A .
" Nature of Operations. Alliant Techsystems Inc. (“ATK or “the Company™) is an aerospace
defense, and commercial products company and leading supplier of products to the U.S.. Government
allied nations, and prime contractors. ATK is also a major supplier of ammunition 4nd’ related -
-accessories to law enforcement agencies and commercial customers. ATK is headquartered in-. ..
Minneapolis, Minnesota and has operating locations throughout the Unrted States, Puerto cho and

internationally.

Basis of Presentation. The consolidated financial statements of ATK rnclude all ma]orrty ,owned
affiliates. All s1gn1flcant 1ntercompany transactions and accounts have been ehmmated ERRE

Fiscal Year. References in this report to a partlcular fiscal year refer to the year ended March 31 .
of that calendar year. ATK’s 1nter1m quarterly periods are based on:13-week periods and end on '
Sundays : : ~

Use of Estimates.-- The preparation of consolidated financial statements in conformlty w1th SR
accounting principles generally accepted in the United States of America requités management to make
estimates and assumptions that affect amounts reported therein. Due to the inherent uncertainty
involved in making estlmates actual results reported in future perrods may differ from those estlmates

Revenue Recognition.

Our sales come primarily from contracts with agencies of the U.S. Government and its’ prime
contractors and subcontractors. As the various U.S. Government customers, including the UsS. Army,
NASA, the U.S. Air Force, and the U.S. Navy, make independent purchasmg decisions, we do not
generally regard the U.S. Government as one customer: Instead, we view each agency as a separate :
customer. . e

. Fiscal 2011 sales by customer were as follows:

\

Percent of Sales’

Sales to: . ‘ v
US.Army. ..., e 30%
NASA ... ... L0 I 13%..
US . Navy ...t S e - 11%- -
US AIrFOrce . . ..ottt et e o % e
Other Us. Government CUSEOMIELS © v v v v v e e oo 1% :
" Total U. S Government customers .. .:.....:..... e , 68%
Commercial and forergn CUSEOTIIETS . .\ oot oie e e e e e ﬁ%
Total ..., 100%

Long-Term Contracts—The majority of ATK’s sales to the U.S. Government and commercial and
foreign customers are accounted for as long-term contracts. Sales under long-term contracts are
accounted for under the percentage-of-completion method and include cost-plus and fixed-price
contracts. Sales under cost-plus contracts are recognized as costs are incurred. Sales under fixed-price
contracts are either recognized as the actual cost of work performed relates to the estimate at
completion (“cost-to-cost”) or based on results achieved, which usually coincides with customer
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NOTES TO THE CONSOLIDATED .FINANCIAL STATEMENTS (Continued)

(Amounts in-thousands except share and per share data and unless otherwise indicated)

1. Summary of Significant Accounting Policies (Continued) - =  :

acceptance .(‘‘units-of-delivery”). The ma]onty of; ATKs total revenue is accounted for. usmg the ’
cost-to= cost method of accountmg S : b ST e

Proflts expected to be realized on contracts are ‘based on Aanagement s estlmates of total contract
sales value and costs at completlon Estrmated amounts for contract changes and Claims are mcluded in
contract sales only when realization is est1mated to be. probable Assumpt1ons used for recordmg sales -
and earnings are ad]usted in the period of change to’ reﬂect revisions in contract value and estlmated
costs. In ‘the period in whrch it is determiried that a loss w1ll be incurred on'a contract ‘the entlre
amount of the est1mated gross margrn loss is charged to cost of sales.

Contracts may:contain’ pr0v1s1ons to. earn- incentive and award fees if spec1f1ed targets are achreved
as well as penalty provisions related to perfermance. Incentive ‘and award fees and penalties that can be
reasonably estimated and are probable are recorded over the performance period of the contract. ..
Incentrve and award fees that cannot be reasonably est1mated are recorded when awarded

AT
Other Revenue Recogmtzon Methodology—Sales not recogmzed under the . long—term contract
method primarily relate to sales within the Security and Sporting group and are recognized when
persuasive evidence of an arrangement ‘exists, the product has been dehvered and legal trtle and’ all
risks of ownersh1p have been transferred, written contract and sales terms are “complete, customer -
acceptance has occurred, and payment is reasonably assured Sales are reduced for allowances and
ptice discounts. -

F1scal 2011 sales by revenue recogmtron method were as follows
. » 7 Percent . of Sales,.-_.‘

-+4 Sales recorded under: : o . : .
Long-term contracts method . . . .0 .. .. PRI e e o0. o 81% BEEEOE

Other method . . ...t vttt e et et et e i L9%
4 151721 KR S S - 100%

Operating Expenses. Selling and general and administrative costs are expensed in the year
incurred. Research and'development costs include costs incurred for experimentation, design testing,
and bid and proposal efforts related to products and services and ‘are expensed as. incurred unless the
costs are related to certain contractual arrangements Costs that are incurred pursuant to such
contractual arrangements are recorded over the period that revenue is recogmzed consrstent with
ATK’s contract accountmg pohcy

Environmental Remeduztwn and Complumce Costs associated with environmental compliance,
restoration, and preventing. future contamination that are estimable arid probable are accrued and .
expensed,.or capitalized as appropriate. Expected remediation; restoration, and monitoring costs’
relating to an existing condition caused by past operations, and which do not contribute to current or '
future revenue generation, are accrued and expensed in the period that such costs become estimable.
Liabilities are recognized for remedial and resource restoration activities when thiey are probable.and
the cost can be reasonably estimated. ATK expects that a portion of its environmental remediation
costs w111 be recoverable under Us. Government contracts and has recorded a recervable equal to the
present value of the amount that AT K expects to recover,
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NOTES TO THE -CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Amounts in thousands except share and per share data and unless otherwise indicated)

1. Summary of Significant Accounting Policies (Continued)

ATK’s engineering, financial, and legal specialists estimate, based: on current law and existing’ -~ .
technologies, the cost of each environmental liability. Such estimates are based primarilyupon the
estimated cost of investigation and remediation required and the likelihood that other potentially .
responsible parties (“PRPs”) will be able to fulfill their commitments at the sites where ATK may be,
jointly and severally liable. ATK’s estimates for environmental obligations are dependent on, and
affected by, the nature and extent of historical information and physical data relating to a contaminated
site, the complexity of the sit¢, methods of remédiation available, the technology that will be required;
the outcome of discussions with regulatory agencies and other PRPs at muilti-party sites, the number -
and financial viability of other PRPs, changes in environmental laws and regulations, future '
technological developments, and the timing of expenditures; accordingly ATK periodically evaluates and
revises such estimates based on expenditures against established reserves and the availability of ’
additional information. s e 2 o '

Cash Equivalents. Cash equivalents are all highly liquid cash investments purchased with original
maturities of three months or less. S : : S S c

. : P L v : T P T - e . "

Marketable Securities. - Investments in a, common collective, trust.that primarily invests in fixed ..
income securities are classified as available-for-sale securities and are recorded at fair value within - -
deferred charges and other non-current assets. Unrealized gains. and losses are recorded in other o
comprehensive (loss) income (“OCI”). When such investments are sold, the unrealized gains or losses..
are reversed from OCI and recognized in the consolidated income statement. a

Inventories. Inventories are stated at the lower of cost or market. Inventoried costs relating to
contracts'in progress are stated at actual production costs, including factory overhead, initial tooling,
and other related costs incurred to date, reduced by amounts associated with recognized sales. Raw
materials, work in process, and finished goods are generally determined using the standard costing
method. T

Inventories consist of the following:

March 31 - -
e T o011 . 20107
* Raw materials. .. .....0%. ... ... e 897,942 8 69,002
Work/Contracts in process . .. .............. e Tooud 534990 91,338
Finished goods . ... .... PR S PR S . 90,587 - - 75,734
Net IVENtOTIES . .« oo\ v e ovv e e e ee e e . $242,028  $236,074

Progresé payments received from customers relating to the uncompleted: portions of contracts-are
offset against unbilled receivable balances or applicable inventories. Any remaining progress payment
balances are classified as contract advances. - -~ - R R R

Accounting for Goadwill -and.Identifiable Intangible Assets .

- Goodwill—ATK 'tests goodwill for impairment on the first day of its fourth fiscal quarter or upon
the occurrence of events or changes in circumstances that indicate.that thé asset might be impaired.
The Company has determined that the reporting units for its goodwill impairment review are its
operating segments, or components of an operating segment, that constitute a business for which
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NOTES - TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Amounts in thousands except share and per share data and unless. otherwise indicated)

1. Summary of Significant Accounting Policies (Continued)

discrete financial information is available, and for which segment management regularly reviews the
operating results. :

The impairment test is performed usmg a two‘step process 1In the first step, ATK determines the
estimated fair value of each reporting unit and compares it to the carrying value of the reporting unit,
including goodwill. If the carrying amount of a reporting unit is higher than its fair value, an indication
of goodwill impairment exists and the second step must be performed in order to determine the
amount of the goodwill impairment. In the second step, ATK must determine the implied fair value of
the reporting unit’s goodwill which is determined by allocating the estimated fair value of the reporting
unit in a manner similar to a purchase price allocation. The implied fair value is compared to the
carrying amount and if the carrying amount of the reporting unit’s goodwill exceeds the implied fair
value of its goodwill, an unpalrment loss must be recognized for the excess.

Identifiable Intangible Assets—ATK’s primary identifiable intangible assets include trademarks and
trade names, non-compete agreements, patented technology, and customer relationships. Identifiable
intangible assets with finite lives are amortized and evaluated for impairment whenever events or -
changes in‘circumstaiices indicate that the cariying amount may not be recoverable. Identifiable
intangibles with indefinite lives are not amortized and are tested for impairment annually on the first
day of ATK’s fourth fiscal quarter, or more frequently if events warrant.

ATK’s identifiable mtanglbles with indefinite lives consist of certain trademarks and trade names.
The impairment test consists of a comparison of the fair value of the specific intangible asset with its
carrying value. The fair value of these assets is measured using the relief-from-royalty method which
assumes that the asset has value to the extent that the owner is relieved of the obligation to pay
royalties for the benefits received from them. This method requires ATK to estimate the future revenue
for the related brands and technology, the appropriate royalty rate, and the weighted average cost of
capital. ATK bases its fair values and estimates on assumptions it believes to be reasonable, but which
are unpred1ctable and inherently uncertam :

Stock-Based Compensation. ATK’s stock- based employee compensation plans, wh1ch are described
more fully in Note 14, provide for the grant of various types of stock-based incentive awards, including
performance awards, total stockholder return performance awards (“TSR awards™); restricted stock,
and options to purchase common stock. The types and mix of stock-based incentive awards are
evaluated on an ongoing basis and may vary based on ATK’s overall strategy regarding compensation,
including consideration of the impact of expensing stock awards on ATK’s results of operations.

Performance awards are valued at the fair value of ATK stock as of the grant date and expense is
recognized based on the number of shares expected to vest under the terms of the award under which
they are granted. ATK uses an integrated Monte Carlo simulation model to determine the fair value of
the TSR awards and the calculated fair value is recognized into income over the vesting period.
Restricted stock issued vests over periods ranging from one to five years and is valued based on the
market value of ATK stock on the grant date. The estimated grant date fair value of stock options is
recognized into income on a straight-line basis over the requisite service period, generally one to three
years. The estimated fair value of each option is calculated usmg the Black-Scholes option-pricing
model. See Note 14 for further details.

Income Taxes. Provisions for federal, state, and foreign income taxes are calculated based on
reported pre-tax earnings and current tax law. Such provisions differ from the amounts currently
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Amounts in thousands except share and per share data and unless otherwise indicated)

1. Summary of Significant Accounting Policies (Continued)

receivable or payable because certain items of income and expense are recognized in’ different time .
periods for financial reporting purposes than for income tax purposes. Significant judgment is required
in determining income tax provisions and evaluating tax positions. ATK periodically assesses its
liabilities and contingencies for all periods that are currently open to examination or have not been
effectively settled based on the most current available information, Where it is not more likely than not
that ATK’s tax position will be sustained, the Company records the entire resulting tax liability and -
when it is more likely than not of being sustained, the Company records its best estimate of the ‘
resulting tax liability. Any applicable interest and penalties related to those positions are also recorded ’
in the consolidated financial statements. To the extent ATK’s assessment of the tax outcome of these
matters changes, such change in estimate will impact the income tax provision in the period of the
change. It is ATK’s policy to record any interest and penalties related to income taxes as part of the
income tax expense for financial reporting purposes. Déferred ‘tax assets related to carryforwards are
reduced by a valuation allowance when it is not more likely than not that the amount will be realized
before expiration of the carryforward period. As part.of this analysis ATK takes into the account the
amount and character of the income to determine if the carryforwards will be realized.. Significant
estimates are required for this analysis. Changes in .the amounts of valuation allowance are recorded in
the tax provision in the period when the change occurs. - o C :

Derivative Instruments and Hedging Activities. From time to time, ATK ‘uses derivatives, consisting
mainly of commodity forward contracts to hedge forecasted purchases of certain commodities and "
foreign currency exchange contracts to hedge forecasted transactions denominated in a foreign .
currency. ATK does not hold or issue derivatives for trading purposes. At the inception of each
derivative instrument, ATK documents-the relationship between the hedging instrument and the-hedged
item, as well as its risk-management objectives and strategy for undertaking the hedge transaction. ATK
assesses, both at the hedge’s inceéption and on an ongoing basis; whether the derivative instrument is .
highly effective.in offsetting changes. in the hedged item. Derivatives are recognized on the balance ‘-
sheet at fair value. ATK’s current derivatives are designated as cash flow hedges and the effective- -
portion of the change in the fair value of the derivative is recorded to accumulated OCI and-
recognized in earnings when the 'he‘dged item affects éarnings.' See Note 3 for further details,

Earnings Per Share Data. Basic earnings per share:(“EPS”) is computed based upon the .weighted
average number of common shares outstanding for each period. Diluted EPS is computed based on the
weighted average number of common shares and common equivalent shares. Common equivalent
shares represent the effect of stock-based awards (see Note 14) and contingently issuable shares related
to ATK’s Convertible Senior Subordinated Notes (see Note 9) during each period presented, which, if
exercised, earned, or converted, would have a dilutive effect on earnings per share. In computing EPS
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1. Summary of Significant Accounting Policies  (Continued) -

for:fiscal 2011, 2010, and 2009, earnings, as reported for each respective period, is divided by (m
thousands):

Years Ended March 31
2011 2010 2009

Basic EPS shares outstanding ..................... 33,275 32,851 32,730

Dilutive effect of stock-based awards . ............. L. 340 477 - 486~ ...
Dilutive effect of contingently issuable shares . . . ... e L — 134 .. 797
Diluted EPS shares outstandmg ............... e - 33,615 33,"462) 34,013

~ Shares excluded from the calculatlon of dﬂuted EPS
because the option exercise/threshold price was greater .
than the average market price of the common shares . . 5 5 —

i

Contmgently issuable 'shares related to ATK’s $200,000 aggregate principal amount of 3. OO%
:Convertlble Notes due 2024 (“the 3.00% Convertible Notes due 2024”) and the $280,000 aggregate:
principal amount of 2.75% Convertible Notes due 2024 “(the 2.75% Convertible Notes due 2024”) as’
discussed in Note 9, are included in diluted EPS in fiscal 2010 and 2009, but are not included in EPS

_for in 2011 because the average.stock price was below the respective conversion prices during the year.

* Contingently issuable shares related to ATK’s $300,000 aggregate principal amount of 2.75%
Convertible Notes due 2011 (“the 2.75% Convertible Notes: due -2011”), as discussed in' Note-'9, are not
included in diluted EPS in any of the years presented because ATK’s average stock price was below the
conversion price of $96.51during those years.

The Warrants, as discussed in Note 9, are not included in diluted EPS as ATK’s average stock
price during fiscal 2011, 2010, and 2009 did not exceed $116.75. The Call Options, also discussed in
Note 9, are anti-dilutive and are thereforé excluded from the 'ca'lcillatiq'n of diluted share_:s,outStanding.

74



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continiied)

(Amounts in thousands except share and per share data and unless otherwise indicated)

1. Summary of Significant Accounting Policies: (Continued)

Comprehensive Income. The components of comprehensive income for fiscal 2011, 2010, and 2009
are as follows: ;

Years Ended March 31
2011 2010 2009

Net income .. ..... e $313, 711 $ 278,944 § 140,953
Other comprehensive income (loss) (OCI): : e
Change in fair value of derivatives, net of income taxes of $6 078, S
$(25,386), and $(365), respectively. . .. .......... ... . A9,607). -, 39,706 - 550
Pension and other postretirement benefit liabilities, net of i 1ncome ' '

taxes of $(26,353), $131,654, and $177,118, respectively ..%... - 43,940 “'(211,513) - (274,601)4
Change in fair value of available-for-sale securities, net of income D
taxes of $205, $(1 51?) and $643, respectlvely A Voo (324) 7T 2,373 (965)
Total OCL. . .i.....oo. . e D el e 34,009 (169 434) (275,016)
Comprehenswe income (108S) . .. .. i....oi.n. L 347 720- 109 510 - (134,063)

Comprehensive income attributable to. noncontrollmg 1nterest R [ 230 T 187

Comprehensive i 1ncome (loss) attrlbutable to Alhant o )
Techsystems Inc. oo Ul 8347, 184 $ 109, 280 $(134 250)

g By

The components of accumulated OCI net of i income: taxes are as: follows

' March 31

7 2011 2010
Derivatives . . . . . .. ST o . B i Tar $ 30,099 § 39,706
Pension and other postret1rement benefit liabilities . . ...~ .". (818 416) (862, 356)
Available-for-sale securities . ... .................. Lo L2400 0 1,564
Total accumulated other comprehensive loss. . . .......... $(787,077) $(821,086)

The following table summarizes the pre-tax activity in OCI related to these derivatives:

Years Ended March 31

2011 2010 2009
Beginning of period unrealized gain in accumulated OCI . .......... $ 65582 §$ — $ —
Net increase (decrease) in fair value of derivatives . ... ............ 26,491 79,431  (1,837)
Net (gains) losses reclassified from OCI, (offsetting) increasing the
price paid tosuppliers. ... ... ... . (42,666) (13,849) 1,837
End of period unrealized gain in accumulated OCI ............... $ 49,407 $65582 $§ —

There was no ineffectiveness recognized in earnings for these contracts during fiscal 2011, 2010, or
2009. ATK expects that any unrealized losses will be realized and reported in cost of sales as the cost
of the commodities is included in cost of sales. Estimated and actual gains or losses will change as
market prices change.
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1. Summary of Significant Accounting Policies (Continued) il o HE

Fair Value of Nonfinancial Instruments. The carrying amount of receivables, inventory, accounts
payable and.accrued liabilities approximates fair value because of the short maturity of these
instruments: See Note 2: for additional disclosure regarding fair value of financial instruments.

New Accountmg Pronouncements In December 2007 the FASB 1ssued a new standard relatlng to _:
business combinations. The statement retains the fundamental requlrements in the previous, guidance
that the acquisition method’ of accountlng (also referred to as the purchase method) be used for all
business combmatlons and for an acqulrer to be identified for each business combination. This
statement also establishes prmCIples and requirements for how the acquirer: a) recognizes and
measures in its financial statements the identifiable assets acqulred the liabilities assumed, “and any
noncontrolling interest in the acquiree; b) recognizes and measures the goodwill acqu1red in the
business combination.or a gain from a bargain purchase; and ¢) determines what information to
disclose to enable users of the financial statements to evaluate the-nature and financial effects of the
business combinatien. The new standard was adopted prospectively on April 1, 2009. ATK: accounted
for the April 2010: Blackhawk Industries Product Group Unlimited, LLC (“Blackhawk’”) acquisition .
under the new accounting principles.. The acquisition of Eagle Industries on-March. 31, 2009 was
accounted for under.the old methodology; as-it was acquired prior to-the adoptlon of the new standard
on Apnl 1,-2009::See Note 4 for additional detalls o :

2. Fair Value of Financial Instruments

The current authoritative guidance on fair value clarifies the definition of fair value, prescribes a
framework for measuring fair value, establishes a fair value hierarchy based on the inputs. used to
measure fair value, and expands disclosures about the use of fair value measurements. Fair value i is
defined as the price that would be received to sell an asset or paid to transfer a liability (an exit price)
in the principal or most advantageous maiket for the asset or 11ab111ty in an orderly transaction between
market participants on the measurement date. -

The valuation techniques required by the current authoritative literature are based upon
observable and unobservable inputs. Observable inputs reflect market data obtained from independent
sources, while unobservable inputs reflect internal market assumptlons These two types of inputs create
the following fair value hierarchy:

Level 1—Quoted prices for identical instruments in active markets.

Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical
or similar instruments in markets that are not active; and model-derived valuations whose
inputs are observable or whose significant value drivers are observable. '

Level 3—Significant inputs to the valuation model are unobservable.

The following section describes the valuation methodologies used by ATK to measure its financial
instruments at fair value.

Investments in marketable securities—ATK’s investments in marketable securities represent
investments held in a common collective trust (“CCT”) that primarily invests in fixed income securities
which are used to pay benefits under a nonqualified supplemental executive retirement plan for certain
executives and highly compensated employees. Investments in a collective investment vehicle are valued
by multiplying the investee company’s net asset value per share with the number of units or shares
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2. Fair Value of Financial Instruments (Continued)

owned at the valuation date as determined by the investee company. Net asset.value per share is -
determined by the investee company’s custodian or fund administrator by deducting from the value of
the assets of the investee company all its liabilities and the resulting number is' divided by the: -
outstanding number of shares or units. Investments held by the CCT, including collateral invested for
securities on loan, are valued on the basis of valuations furnished by a pricing service approved by the
CCT’s 1nvestment manager, Wthh determines valuations using methods-based on market transactions
for comparable securities and various relationships between securities which are generally recognlzed by
institutional traders, or at fair value as determined in good faith by the CCT’s investment manager.
The fair value of these securities is included within other current assets and deferred charges and other
non-clirrent assets on the consohdated balance sheet '

Derivative financial instruments and hedging actzvztzes—-ln order to manage its exposure to-
commodity pricing and foreign currency risk, ATK periodically utilizes commodity and foreign currency
derivatives, which are considered Level: 2 instruments.” As discussed further in Note 3, ATK:has
outstanding’ commodity forward contracts that were entered into to hedge forecasted purchases of
copper and zinc, as wellias outstanding foreign currency-forward contracts that were ‘entered into to
hedge forecasted. transactions denominated in a foreign currency. Commodity derivatives are valued -
based on prices of futures exchanges and recently reported transactions in. the marketplace. Foreign
currency derivatives are valued based on observable market transactions of spot currency rates and
forward currency prices. : T e

Long-Term Debt—The fair value of the variable-rate long-term debt is calculated based on current _
market rates for debt of the same risk and maturities. The fair value of the ‘fixed-rate debt is based on’
market quotes for each issuance. ’

The following table sets forth by level within the fair value hierarchy ATK’s financ_ial_assets and
lidbilities that are measured at fair value on a recurring basis:

As of March 31, 2011

Fair Value Measurements
Using Inputs Considered as

Level 1, Level2  Level 3

Assets o : .
Marketable securities. . . . ... .ot $— $9470 $—
Derivatives . . .« .. v i vi i e — 49,407 —

Liabilities ' o
Derivatives . . . oo vv v e .. — 5 — 8=
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2. Fair Value of Financial Instruments (Continued)

As of March 31, 2010

Fair Value Measurements
Using Inputs Considered as

"Level 1 Level 2  Level 3

Assets ‘ :
" Marketable securities. . .. ... oo C$—  $21925 $—
Derlvatlves N e C— 66,354 —
Liabilities : v o ) . o v
Derivatives . . . oo oo $— § 772 $—

In addition to the assets and liabilities at March 31, 2010 noted in the table above, ATK also had
intangible and other long-lived assets that were written down to their fair value of $0 during fiscal 2010,

resulting in 1mpa1rment charges of $38,008 and $11, 405, respectively, during fiscal 2010. For further
dlscussmn see Note 7. These are considered Level 3 assets.

The followmg table presents ATK’s assets and liabilities that are not measured at fair value on a
recurring basis. The carrymg values and estimated fair values were as follows:

As of March 31, 2011 " As of March 31, 2010
Carrying © Carrying
. Amount Fair Value Amount . Fair Value
Fixed rate debt ............ . $1,219,709  $1,303;466 $1,132,304  $1,243,095 -
Variable ratefdebt ........... 390,000 386,100 _ " 261,250 252,106

3. Derivative Financial Instruments
ATK is exposed to market risks arising from adverse changes in:
. co;pm\édi’_cyr prices affecting the cost of raw materials and energy,
.0 jnterest rates, and
* foreign exchange risks

In the normal course of business, these risks are managed through a variety of strategies, including
the use of detivative instruments. Commodity forward contracts are periodically used to hedge
forecasted purchases of certain commodities, foreign currency exchange contracts are used to hedge
forecasted transactions denominated in a foreign currency, and ATK periodically uses interest rate

swaps to hedge forecasted interest payments and. the risk associated with variable interest rates on
long term debt.
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3. Derivative Financial Instruments (Continued)

ATK entered into forward contracts for copper and zinc during fiscal 2011 and 2010 and for lead
during fiscal 2009. The contracts essentially establish a fixed price for the underlying commodity and
are designated and quahfy as effective cash flow hedges of purchases of the commodity. Ineffectiveness
is calculated as the amount by which the change in the fair value of the derivatives exceeds the change
in the fair value of the anticipated commodity purchases. The fair value of these contracts is recorded
within other assets or liabilities, as appropriate, and the effective portion is reflected in accumulated
OCI in the financial statements. The gains or losses on these contracts are recorded in inventory as the
commodities are purchased. As of March 31, 2011, ATK had the following outstanding commodlty
forward contracts that were entered into to hedge forecasted purchases:

__ Number of

el T : : T : S ° Pounds’
* Copper. ... ... T 45,200,000
YZinc. ...l P P ... 16,120,000

ATK entered into foreign currency forward, contracts durmg fiscal 2011 and 2010. These contracts
are used to hedge forecasted inventory purchases and subsequent payments ot customer Teceivables,
denominated in Euros and Canadian dollars and are designated and qualify as effective cash flow -
hedges. Ineffectiveness with respect to forecasted inventory purchases is calculated based on changes in
the forward rate until the anticipated purchase occurs; ineffectiveness of the hedge of the accounts
payable is evaluated based on the change in fair value of its anticipated settlement. The fair value of
these contracts. is recorded within other assets or liabilities and the effective portion is, reflected in
accumulated OCI in the financial statements The gains or losses on these contracts are recorded in
earnings when the related inventory is sold. As of March 31, 2011, ATK had the followmg outstanding
foreign currency forward contracts in place:

Quantity -
Hedged

BUOS. . o oo oo e ST L S, B L. 5,076,072

The table below presents the fair value and location of ATK’s derivative instruments designated as
hedging instruments in the condensed consolidated balance sheet as of March 31,2011 and 2010.

Asset ‘Derivatives = ' :: Liability. Derivatives
. » Fair value as of Fair value as of
) Location ) Marcll 31,2011 March 31,2010 March 31, 2011 , March,._3‘1,_ 2010
Commodity forward B SR S R
contracts.. . .*;+. . Other current assets $36,398 . . : .$38,610 -. $— B
Commodity forward R
contracts . . .. ... Deferred charges and 12,619 27,744 — —
other non-current
assets
Foreign currency
forward contracts . Other current assets/ 390 — — 772
accrued liabilities
Total ........... $49,407 $66,354 $— $772

|
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(Amounts in thousands except share and per share data and unless otherwise indicated)

3. Derivative Financial Instruments (Continued)

Dué to.the nature of ATK’s business, the benefits associated with the commodlty contracts may be
passed on to the customer and not realized by ATK. :

For the perlods presented below, the dérivative gains and losses in the ‘consolidated i income
statements related to commodrty forward contracts and foreign’ currency forward contracts were as

follows:

Ty

Fiscal year, ended March 31, 2011 4
Commodity forward contracts. . .. ...,

Foreign currency forward contracts . . .

Fiscal year ended March 31, 261'0 ‘
Commodity forward contracts . ... ..
Foreign.currency forward.contract .

Pretax amourlt
. of gain (loss)

. Pretax amount -
of gain (loss)

Gain or (loss)
recognized in
income on derivative

recognized - " reclassified from (ineffective portion
- in Other Accumulated and amount
" Comprehensive Other Comprehensiye excluded from
Income (Loss) Income (Loss) effectiveness testing)
Amount Location Amount _ Leocation Amount
$49,017 Cost of Sales $26,491 Cost of vSales; $—
390 Cost of Sales . =~ —  Cost of Sales —
$66,354 "Cost of Sales $13,849 Cost of Sales $—-
(772) . Cost of Sales — Cost of Sales -~ —

All derwatlves used by ATK' durmg f1sca1 2()11 and 2010 were designated-as- hedgmg instruments.

There was no meffectlveness recogmzed in earmngs for these contracts during the fiscal 2011,
2010, or 2009. ATK expects that any unrealized losses will be realized and reported in cost of sales as
the cost of the commodities is included in cost of sales. Estimated and actual gains or losses will

change as market prices change.

4. Acquisitions

In accordance with the accounting standards regarding business combinations, the results of
acquired businesses are included in ATK’s consolidated financial statements from the date of
acquisition. The purchase price for each acquisition is allocated to the acquired assets and liabilities
based on fair value. The excess purchase price over estimated fair value of the net assets acquired is

recorded as goodwﬂl

On April 9, 2010, ATK acquired Blackhawk Industries Products Group Unlimited, LLC
(“Blackhawk™), a manufacturer of high quality tactical gear, for a purchase price of $172, 251. ATK
believes that the acquisition provides ATK with a leadlng tactical systems brand, an expanded portfoho
of quality products and additional des1gn and development expertise for innovative tactical accessories
which will strengthen ATK’s position in tactical accessories and equipment for domestic and
international military, law enforcement, security, and sport enthusiast markets. Blackhawk employs
approximately-300 employees and is included in the Securlty and Sporting group. The purchase price
allocation was completed in fiscal 2011. Most of the goodwill generated in this acquisition will be
deductible for tax purposes. Subsequent to the April 2010 acquisition, ATK has recorded sales of
approximately $83,700 and income before interest, income taxes, and noncontrolling mterest of
approx1mate1y $10 500 assomated with the operatlons of thls acqulred business.
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4. Acquisitions (Continued)

On March 31, 2009, ATK acquired ‘Eagle Industries (“Eagle”),'a manufacturer of high-quality,
individual operational nylon gear and equipment for military, homeland security, and law enforcement
agencies for $63,000 net of cash acquired, subject to purchase prlce contingencies. Durlng the second
quarter of fiscal 2010, ATK received a prehmmary purchase price adjustment of $5,002, as determlned
by a working capital adjustment identified in the audited financial statements. The company :
manufactures more than 5,000 products which include tactical assault vests, load-bearing equipment,
weapon transporting gear, nylon holsters, personal gear carriers, and other high quahty accessories.
ATK believes that the acquisition provides an opportunity to expand its position in the domestic and
international tactical accessories markets serving military-and law enforcement customers. The purchase
price allocation was completed during fiscal 2010. Most of the goodwill generated in this acquisition
will be deductible for tax puiposes. :

ATK used the purchase method of accounting to account for these acquisitions and, accordingly,
the results of Blackhawk and Eagle are included in ATK’s consolidated financial statements at the date
of acquisition. The purchase price for the acquisitions has been allocated to the ‘acquired assets-and
liabilities based on estimated fair value. Pro forma information on the results of operatxons for fiscal
2011, 2010 and 2009 as if the acquisitions had occurred at the beginning of fiscal 2009 is not being
presented because the acquisitions are not material to ATK for that purpose. e

During fiscal 2003, ATK acquired the assets of Science and Applied Technology, Inc. (1nc1uded in
Missile Products). The sellers of this acquired business had the ability to earn up to an additional
$7,500 of cash consideration if certain pre-specified milestones were attained with respect to one of the
contracts acquired. The pre-specified milestones were met in September 2008 and the additional
contmgent consideration earned pursuant to the purchase agreement resulted in ‘an 1ncrease to
goodwill." :

_ATK made no acquisitions during fiscal 2010.

5. Recelvables

Receivables, mcludmg amounts due under long-term contracts (contract recelvables) are
summarized as follows:

March 31
2011 2010

Billed receivables ' o : ‘

U.S. Government contracts. . .. .. .. e P $189,471" $166,668 -

Commercial and other . ................. . .. 227579 164,261
Unbilled receivables - o I o

U.S. Government contracts. . ........ P 432,342 520,069 °

Commercial and other . .......... PR 105,640 - 61,600
Less allowance for doubtful accounts .. .................0  (9421)  (9,848)
‘Net receivables ......... D T e . . $945,611 $902,750

Receivable balances are shown net of customer progress payments received of $441, 159 as of .
March 31, 2011 and $371,718 as of March 31, 2010. ATK also had $188,935 and $78,025 of long-term
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5. Receivables (Continued)

unbilled receivables, primarily relating to commercial aerospace programs, recorded in deferred charges
and other non-current assets at March 31, 2011 and 2010, respectively.

Unbilled receivables represent the balance of recoverable costs and accrued profit, comprised
principally of revenue recognized on contracts for which billings have not been presented to the
customer because the amounts were earned but not contractually billable as of the balance sheet date.
These amounts include expected additional billable general overhead costs ‘and fees on flexibly priced
contracts awaiting final rate negotiations, and are expected to be billable and collectlble w1th1n one
year. - : -

The following is a reconciliation of the changes in ATK’s allowance for doubtfuléccounts during
fiscal 2010 and 2011:

Balance at April 1, 2009 . .. ..ot $11,449

BXpense .. .oovi it e S e e e 5,573 .
Write-offs . . ...... . ... i e _ (853)
Reversals and other adjustments . . ... e e (6,321)
Balance at March 31 2010. . .4 ... ... i e e ettt 9,848
BXpense . ..o e 5,432
Write-offs ... ....... e e (201)
Reversals and other ad]ustments ............................... (5,658)
Balance at March 31, 2011. .. ... ... ... e $ 9,421

6: Property, Plant, and Equipment

. Property, plant, and equlpment is stated at cost and depreciated over estimated useful lives.
Machinery and test equipment is depreciated using the double declining balance method.at most of
ATK’s facilities, and using the straight-line method at other ATK facilities. Other depreciable property
is depreciated using the straight-line method. Machinery and equipment are depreciated over one to
30 years and bu11d1ngs and improvements are depreciated over one to ‘45 years. Depre01at10n expense -
was $100,041 in fiscal 2011, $93,739 in fiscal 2010, and $80,137 in fiscal 2009..

ATK reviews property, plant, and equipment for impairment when indicators of potentlal
impairment are present. When such impairment is identified, it is recorded as a loss in that period.
ATK recorded impairment charges of approximately $11,400 and $7,900 during fiscal 2010 and 2009,
respectively, within Armament Systems related to the Company’s TNT production facility and ATK’s
decision to procure all future TNT requirements from an off-shore vendor.

Maintenance and repairs are charged to expense as incurred. Major improvements that extend
useful lives are capitalized and depreciated. The cost and accumulated depreciation of property, plant
and equipment retired or otherwise disposed of are removed from the related accounts, and any
residual values are charged or credited to income.
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6. Property, Plant, and Equipment (Continued)

Property, plant, and equipment consists of the following:

_ Buildings and improve‘rfr‘;ént's’ ........... AR
“Machinery and equipment .................. P
Property not yet in service ........ [ R

Gross property, plant, and equipment ................
Less accumulated depreciation . ............. e

Net property, plant, and equipment. .. ...............

7. Goodwill and Deferred Charges and Other Non-Current Assets

March 31
12011 2010

$ 32295 $ 32,229
297924 348,205
1,089,247 867,396
49,244 84,915
1,468,710 1,332,745
(880,961)  (770,814)

$ 587,749 $ 561,931

The changes in the carrying amount of goodwill by segment were as follows:

Missile - Security and
Products Sporting Total

$242.380  $152,523  $1,195,986
—  (12076)  (12,076)

$242,389  $140,447 -.$1,183,910
— 67,626 67,626

Aerospace  Armament .
Systems Systems
Balance at-April 1,2009 .............. $676,516  $124,558
Adjustments ............. ... 0. — —
Balance at March 31,2010............. $676,516  $124,558
Acquisition . ........ ... ... L — —
Balance at March 31,2011 ............. $676,516 $124,558

$242,389 - $208,073  $1,251,536

Beginning with the period ended March 31, 2009, the goodwill recorded within Aerospace Systems

above is presented net of $108,500 of accumulated impairment losses.

The fiscal 2011 acquisition in Security and Spomng relates to the purchase price allocation of

Blackhawk, as previously discussed in Note 4.

The fiscal 2010 adjustment within Seéurit’y and Sporting was the result of the finalization of the
fair value determination of certain assets and liabilities, as well as a preliminary purchase. price
adjustment of $5,002 received in September 2009 which reduced the purchase. price of Eagle.
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7. Goodwill and Deferred Charges and Other -Non-Current Assets (Continued)

Deferred charges.and other non-current assets consist of the following:

March 31

. e ) P 7 2011 2010
Gross debt issuance costs .......... P e $ 34,823 $ 18,060
Less accumulated amortization ............. ... (12,047)  (10,011)

Net debt iSSUANCE COSES . .+ oo v v vvvvnn .. e e 22,776 8,049
Other intangible assets .. ... e et i 131,850 64,779
Long term receivables . <. ............... e e 188,935 78,025
Environmental remediation receivable ................ .. 26,761 - 26,161
Commodity forward contracts-, . ...........: J 12,619 27,744
Other non-current assets . . . . . A S e 61,867 59,608

Total deferred charges and other non-current assets ..... -$444, 808 $264 366

The long term recelvables represent unbllled recervables on’ long term. commercral aerospace’
contracts and other programs that ATK does not:expect to collect within the next fiscal year. -

Included in deferred charges and other non-current assets in the table above is $38,998 of other
intangible assets consisting of trademarks and brand names that are not being amortized. as their.
estimated useful lives are considered indefinite and-amortizing assets of $92,852 and $25 781 at-
March 31, 2011 and 2010, respectively, as discussed further below. : e

During the fourth quarter of 2010, ATK made a:strategic decision to discontinue the use-of the
Thiokol and MRC trade names which were recorded as part of business acquisitions in April 2001 and-
March 2004, respectively. The Thiokol trade name was not being amortized as its estimated useful life
was considered indefinite. ATK had begun amortizing the MRC trade name during fiscal 2009 over an:
estimated useful life of 10 years. The decision to discontinue using these names was based on the belief
that the ATK brand name better reflects the Company’s overall capabilities as ATK continues to pursue
business and react to changes in the markets in which these trade names had historically been used.
The Company will no longer use the Thiokol or MRC trade names. This decision represented a change
in circumstance that would indicate that the assets’ carrying values. may not be recoverable.and, as a
result, ATK evaluated the assets for impairment. The Company measured the fair value of the .assets
using reduced expected future contributions and the appropriate royalty rate. Based on this assessment,
ATK recorded non-cash impairment charges of $24,586 and $13,422, within Aerospace Systems and
Missile Products, respectively, related to the Thiokol and MRC trade names. These charges were
included in operating expenses in the Consolidated Income Statements. There were no impairment
charges taken related to identifiable intangible assets in fiscal 2011 or 2009.

On March 31, 2010, ATK determined that $10,700 of patented technology now has a finite useful
life that had previously been determined to have an indefinite life. Beginning April 1, 2010, ATK began
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7. Goodwill and Deferred Charges. and Other ‘Non-Current Assets (Continued) :

amortizing this asset over an estimated useful life of 10.years. Other intangible assets also include -
amortizing intangible assets, as follows:

March 31, 2011 March 31, 2010

L Gross ' . Gross R

carrying  ° Accumulated carrying  Accumulated

. amount amortization Total amount amortization . Total
Contracts: f.~; e S $ — . $ — $ — $23404 $(23404) $§ —
Trade name .. . ..... [N 66,060 (4,592) 61,468 860 - . (123) 737
Patented technology ... ......... . 17,400 (2,410) 14,990 - 10,700 — . 10,700
Customer relationships and other ... 34,185 (17,791) - 16,394 28,557 - (14 213) - 14,344.

Total .. ........... e ($UI7645  $(24793) $92852 $63, 521" $(37 740)  $25,781

As d1scussed in Note 4 in April 2010 ATK: acqulred Blackhawk .and has recorded the preliminary
fair value of intangible assets associated with the acquisition. These assets include items such as a trade
name, technology, and customer relationships. The fair valie recorded related to these intangibles
increased the gross carrymg amount of. amortlzlng mtang1bles in the table above by $78,600. The final -

Dunng fiscal: 2011 ATK wrote off the $23 659 ‘Bross carrymg amount and ass0c1ated accumulated
amortization of fully.amortized intangible assets prlmanly relatmg to customer contracts acqulred n -
past business combinations that have expired.- :

The assets in the table-above are being amortized using a straight-line method over a weighted
average ‘remaining period of approximately 11.1 years. Amortization expense related.to these assets was
$11,145 in fiscal 2011, $6,091 in fiscal 2010, and $5,616 in fiscal 2009. ATK expects: amortlzatlon
expense related to these assets to be as follows: ; R

Flsca12012....:'=t ..... e $11,07;7‘

suwFiscal 2013 L. 0oL AT R O T .. A1L,077 .-
Fiscal 2014;. . e e e e el 10,210
. Fiscal 2015 .. ..% . ey e T e e W et 9,260
R ..;Flsca1\2016,. e e T e e e e e e e e e 1,829
i Ther'eafter D P S e e e e . .43,399
Total *. '. S AP N S A SN LoD 992,852
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8. Other Accrued Liabilities

The major categories of -other current and: long-term- accrued liabilities are as follows;

March 31
7 2011 2010
Employee benefits and insurance, including pension and other o .
postretirement benefits. . ... ... .. ... . $63956 $ 70,594 .
Government rant. . ..............o.uoueuu.... Wit - o— 247768
o WaITAntY ... e e e , 18,076 14,010 .
Interest. . . ... i e e e 2,103 - 3957
«... . - Environmental remedlatron , e e et e s e o7 41600 0 5,641
oo Rebatevn.owo i ... et e © 6934 . 5433

. Deferred lease obllgatlon .............. O N VRIS 22,-212 -17,837

T Other s e e wri e e e i 76,3957 64,049

© Total other accrued llabllltles—current o Evlor o0 1oo $193,836 - $206,289
Environmental remediation . . . . . A IR 47,726, $ 46,543

: Management nonqualified deferred compensation plan . .. ... 21,483 19,871
.. ".Non-cufrent portion of accrued income. tax liability . . . .":. ... 28,024 32,380 -~

.. t. Deferred lease obligation......... e 14,448 - 13,754 .

Py ';_Ol.ther P LA R I bt saieaia e weieaeea. 15479 . 16,918 .

“Total other long-term liabilities . . . . . [P $127,160  $129,466

The government grant represented amounts received from the government that ‘were paid back
during fiscal 2011 because 1t was:determined that the future investment and: employment levels would
not be met : : : ' . :

ATK provrdes product warrantres whlch ‘entail repair. or replacement of non conformrng 1tems in )
conjunction with salés of certain products. Estimated costs related to warranties are recorded in the
period in which. the related product sales occur. The warranty hablhty recorded at each balance sheet
date reflects the' estlmated liability for warranty coverage, for products del1vered based on hlstorlcal
mformatron and current trends The followmg is a reconcrhatron of the changes in ATK s product
warranty 11ab111ty dunng flscal 2010 and 2011

*Balance ‘4t Apnl 1, D009 L. $12 184
Payments made . .. . . .;'A.‘( ....... e e Lo (907)

‘ Warrantresrssued,...‘.f'.' ....... e 3,245
”_Changes related to preexrstmg warrantres ....... I (512)

-Balance at March 31 2010.,. R R e c .. 14010
-Payments made .. ....... P (1,468)
Warranties issued - ............ e e e e e e e e e e e e e 8,294
Changes related to preexrstrng warrantles e .. (2,760)
Balance at March 31, 2011. et g g e e e e $18,076
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9. Long-Term Debt

Long-term ‘debt, including the current portion, consisted of the following: - -

March 31, 2011  March 31, 2010

Senior Credit Facﬂlty dated October 7, 2010:
Term A Loan due 2015 . . . oot v e e i e e $ 390,000 $ —
Revolving Credit Facility due 2015 ... .......... e SN = —
Senior Credit Facility dated March 29, 2007: '

Term ALoan due 2012, .. ...ttt — 261,250
Revolving Credit Facility due 2012 . . . . ....................... — —
2.75% Convertible Senior Subordinated Notes due 2011 ............. : 300,000 300,000
6.75% Senior Subordinated Notes due 2016 . .. ... ................ 400,000 - 400,000
6.875% Senior Subordinated Notes due 2020 ....... e L., 350,000 ¢ —
2.75% Convertible Senior Subordinated Notes due 2024 . . ........... w1279,763
3.00% Convertible Senior Subordinated Notes due 2024..-..........:.. 199, 453 199,453
Principal amount of long-term debt . ....................... 1 639,453 1,440,466
Less: Unamortized discounts. ........... e e 29744 46912
Carrying amount of long-term debt. . .......... CTL L Gewo 1,609,709 1,393,554
Less: current portion. ... ..o vt i i e 320,000 . 13,750

Carrying amount of long-term debt, excluding current portion. . . ... ~.. $1,289,709 - $1,379,804

Senior Credzt Faczlzty

-On October 7; 2010, ATK entered mto a Second Amended and:Restated Credlt Agreement (“the
New Senior Credit Facility””), which is comprised of a Term A Loan of $400,000 and a $600,000
Revolving, Credit Facility, both of which mature in 2015. The Term A Loan is subject to annual .
principal payments of $20,000 i 1n ‘each of the first and second years and $40,000 i in each of the third,
fourth, and fifth years, paid on a quarterly basis, with the balance die on October 7, 2015 Substantially
all domestic tangible and intangible assets of ATK and its subsidiaries are pledged as collateral under .’
the New Sen1or Credit Facility. Borrowings under the New Senior Credit Facility bear interest at a rate
equal to either the sum of a base rate plus a margin or the sum of a Eurodollar rate plus‘a margm
Each margin is based on ATK’s senior secured credit ratings. Based on ATK’s current credit rating, the
current base rate margin is 1.25% and the current Eurodollar margin is,2.25%. The weighted average
interest rate for the Term A Loan was 2.56% at March 31, 2011. ATK pays an annual commitment fee
on the unused portion of the Revolving Credit Facility based on its senior secured credit ratings. Based
on ATK’s current rating, this fee is 0.35% at March 31, 2011. As of March 31, 2011, ATK had no
borrowings against its $600,000 Revolving' Credit Facility and had outstandlng letters of credit of
$187,544, which reduced amounts available on the Revolving Credit Facility to $412,456. ATK has had
no short term borrowings under its Revolving Credit Facility since the date of issuance. Debt issuance
costs of approx1mate1y $12,800 will be amortized over the term of the New Senior Credit' Facility.

The New Senior Credit Facility discussed above replaced the Se_nlor Credit Facility dated
March 29, 2007 (“the previous Senior Credit Facility””). The Term A ‘Loan balance associated with the
previous Senior Credit Facility was paid off in the second quarter of fiscal 2011 and the remaining
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9. Long-Term Debt (Continued)

deferred debt issuance costs of $936 were written off at that time. ATK had no short term borrowings
on this revolving credit facility during fiscal 2011 or 2010. -

Termmated Interest Rate Swap:

During March 2006, ATK terminated its remaining $100,000 notional amount interest rate swap,
resulting in a cash payout of $2,496. This amount was included in accumulated other comprehensive
loss and 'was amortized to interest expense, at a rate of $936 per year, through November 2008 the
original maturity date of the swap.

2.75% Convertible Notes due 2011:

In fiscal 2007, ATK issued $300,000 aggregate principal amount of 2.75% Convertible Senior
Subordinated Notes (“the 2.75% Convertible Notes due 2011”) that mature on September 15, 2011.
Interest on these notes is payable on March 15 and September 15 of each year. Holders may ‘convert
their notes at a conversion rate of 10.3617 shares of ATK’s common stock per $1 principal amount of
these notes (a conversion price of $96.51 per share) under the following circumstances: (1) when, if the
last reported sale price of ATK stock is greater than or equal to 130% of the conversion price, or
$125.46, for at least 20 trading days in the period of 30 consecutive trading days ending on the last
trading day of the preceding fiscal quarter; (2) upon the occurrence of certain corporate transactions;
or (3) during the last month prior to maturity. ATK is required to satisfy' 100% of the principal amount
of these notes-solely in cash, with any amounts above the principal amount to be satisfied in cash,
common stock, or a combination of cash and common stock, at the sole election of ATK. If certain
fundamental changes occur prior to maturity, ATK will in certain circumstances increase the conversion
rate by a number of additional shares of common stock or, in lieu thereof, ATK may in-certain
circumstances elect to adjust the conversion rate and related conversion obligation so that these notes
are convertible into shares of the acquiring or surviving company. There was no impact on the.diluted
shares outstanding for fiscal 2011, 2010 or 2009 because ATK’s average stock price during those years
was below the conversion price. As these notes mature within 12 months, ATK has recorded the 2.75%
Convertible Notes due 2011 as current as of March 31, 2011. Debt issuance costs of approximately
$7,200 are being amortized to interest expense over five years.. Approximately $100,000 of the net
proceeds from the issuance of these notes was used to concurrently repurchase 1,285, 200 shares of
ATK’s common stock. : ’

In connection with the issuance of the 2.75% Convertible Notes due 2011, ATK purchased, at a
cost of $50,850, call options (“the Call Options”) on its common stock. The Call Options, which
become exercisable upon conversion of the related convertible notes, allow ATK to purchase
approximately 3.1 million shares of ATK’s common stock and/or cash from the counterparty at an
amount equal to the amount of common stock and/or cash related to-the excess conversion value that
ATK would pay to the holders of the related convertible notes upon conversion. For income tax
reporting purposes, the related convertible notes and the Call Options are integrated. This creates an
original issue discount for income tax reporting purposes, and therefore the cost of the Call Options
will be«accounted for as interest expense over the term of the convertible notes.for income tax
reporting purposes. In addition, ATK sold warrants (the Warrants) to issue approximately 3.3 million
shares of ATK’s common stock at an exercise price of $116.75 per share. The proceeds from the sale of
the Warrants totaled $23,220. In accordance with current authoritative guidance, ATK recorded the net
cost of the Call Options and the Warrants of $27,630 in APIC and will not recognize any changes in
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9. Long-Term Debt (Continued)

the fair value of the instruments. On a combined basis, the Call Options and the Warrants are intended
to reduce the potential dilution of ATK’s common stock in the event that.the 2.75% Convertible Notes:
due 2011 are converted by effectively increasing the conversion price of these notes from $96.51 to
$116.75. The Call Options are anti-dilutive and are therefore excluded from the calculation of diluted’
shares outstandmg The Warrants will result in additional diluted shares outstanding if ATK’s average
common stock price exceeds $116.75. The Call Optlons and the Warrants are separate and legally
distinct instruments that bind ATK and the counterparty and have no binding effect on the holders of
the convertible notes.

6.75% Notes

In fiscal 2006, ATK issued $400,000 aggregate principal amount of 6.75% Semor Subordinated
Notes (“the 6.75% Notes”) that mature on April 1, 2016. These notes are general unsecured
obligations. Interest on these notes accrues at a rate of 6.75% per annum and is payable seml-annually
on April 1 and October 1 of each year. ATK has the right to redeem some or all of these notes from
time to time on or after April 1, 2011, at spe01fled redemptlon prices. Debt i lssuance costs related to
these notes of $7, 700 are being amortized to interest expense over ten years.

6.875% Notes

- In September 2010 ATK issued $350 OOO aggregate principal amount of 6. 875% Senior
Subordinated Notes (“the 6.875% Notes™) that mature -on September 15, 2020. These notes -are general
unsecured obligations. Interest on these notes is payable on March 15 and September 15 of each year.
ATK has the right to redeem some or all of these notes from time to time on or after September 15; *
2015, at specified redemption prices. Prior to September 15, 2015, ATK may redeem some or all of
these. notes at a price equal to 100%-of their principal amoeunt plus accrued and unpaid interest to the
date of redemption and a specified make-whole premium. In addition, prior to September- 15, 2013,
ATK may redeem up to 35% of the aggregate principal amount of these notes; at a price equal to
106.875% of their principal amount plus:accrued and unpaid interest to the date of redemption, with
the proceeds of certain equity offerings. Debt issuance costs of approx1mate1y $7, 100 related to. these
notes w111 be amortlzed to interest expense over ten yedrs. - Lo S S

3.00% Convertzble Notes:

In fiscal 2005, ATK issued $200,000 aggregate principal amount of 3.00% Convertible Senior
Subordinated Notes (the 3.00% Convertible Notes) that mature on August 15, 2024. Interest on these
notes is payable on February 15 and August 15 of each year. Starting with the period beginning on
August 20, 2014 and ending on February 14, 2015, and for each of the six-month periods thereafter -
beginning on February 15, 2015, ATK will pay contingent interest during the applicable interest period.
if the average trading price of these notes on the five trading days ending on the third day immediately
preceding the first day of the applicable interest period-equals or exceeds 120% of the. principal : -
amount of these notes. The contingent interest payable per note within any applicable interest period
will equal an annual rate of 0.30% of the average trading price of a note during the measuring period. -
The contingent interest feature is treated as an embedded derivative and the fair value of this feature
was insignificant at March 31, 2011 and 2010. ATK may redeem some or. all of these notes in cash at -
any time on or after August 20, 2014. Holders of these notes may require ATK to repurchase in cash.
some or all of these notes on August 15, 2014 and August 15, 2019. Holders may also.convert their
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9. Long-Term Debt (Continued)

3.00% Convertible Notes at a conversion rate of 12.5392 shares of ATK’s common stock per $1
principal amount of these notes (a conversion price of $79. 75) under the following circumstances:

(1) when, during any fiscal quarter, the last reported sale price of ATK stock is greater than or equal to
130% of the conversion price, or $103.68, for at least 20 trading days in'the period of 30 consecutive -
tradmg days ending on the last trading day of the preceding fiscal quarter (2) if ATK calls these notes
for redemption; or (3) upon the occurrence of certain corporate transactions. The stock price cond1t1on
was satisfied during fiscal 2008 and, accordmgly, the unamortized debt issuance costs; whichwere -
previously being amortized through the first redemption date of these notes, of approx1mately $3, 200
were written off. The stock price condition was met during fiscal 2009 and $547 of these notes were
converted in fiscal 2009. The stock price condition was not satisfied during ATK’s fourth fiscal quarter
of 2011; therefore the remaining principal amount of $199,453 as of March 31, 2011, is classified as .
long-term. In fiscal 2005, ATK amended the indenture to require ATK to satisfy 100% of the principal
amount of these notes solely in cash, with any amounts above the principal amount to. be satisfied in
cash, common stock, or a combination of cash and common stock, at the sole election of ATK. If
certain fundamental changes occur on or prlor to August 15, 2014, ATK will in certain tircumstances
increase the conversion rate by a number of additional shares of common stock or, in lieu thereof,
ATK may in certain circumstances elect to adjust the conversion rate and related conversion obhgatlon
so that these notes are convertible into shares of the acquiring or surv1v1ng company. These
contingently issuable shares increased the numbeér of ATK’s diluted shares outstandlng for fiscal 2010
and fiscal 2009 by 50,653 and 326,363 shares, tespectivély, because ATK’s average stock price ‘exceeded
the conversion prlce durmg those years “These shares had no impact on diluted shares outstandmg for ‘
fiscal 2011 as the average stock price did not exceed the conversion price during the year.

2.75% Convertible Notes due 2024

In September 2010, ATK notified holders of its 2.75% Convertible Senior Subordinated Notes
(“the 2.75% Convertible Notes”), that were to mature on February 15, 2024, of its intention to redeem
the notes on October 14, 2010. Following notification of the redemption, holders of these notes had the
right to convert their notes at a conversion rate of 12.5843 shares of ATK’s common stock per $1
principal amount (a conversion rate of $79.46 per share). Of the $279,763 aggregate pr1n01pa1 amount

" outstanding, $279,735 were redeemed, which ATK paid in cash. Holders of the remaining $28 elected

to convert their Notes and were' paid that amount in cash following the end of the conversmn penod in
November."

The following tables proﬁde additional information about ATK’s convertible notes:

March 31, 2011
2.75% due 2011  3.00% due 2024  2.75% due 2024 - Total

Carrying amount of the equity component ... $ 50,779 $ 56,849 $— . $107,628

Principal amount of the liability component . . 300,000 199,453 — 499,453
Unamortized discount of liability component . . 5,875 . 23869 . @ — 29,744
Net carrying amount of liability component . . . 294,125 175,584 = 469,709
Remaining amortization period of discount. .. : 6 months - 161 months ° ve— e

Effective interest rate on liability:component..’. - 6.800% - 7.000% - . — -
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March 31, 2010
2.75% due 2011 3.00% due 2024 2.75% due 2024 Tofal

Carrying amount of the equity component ... $ 50,779 $ 56,849.  $ 43,568  $151,196
Principal amount of the liability component ... 300,000 199,453 279,763 779,216
Unamortized discount of liability component . 17,052 29,860 — 46,912
Net carrying.amount of liability. component . 282,948 169,593 279,763 . = 732,304
Remaining amortization period of discount . .. . 18 months 173 months =~ = — = .
Effective interest rate on liability component 6.800% 7.000% 6.125%

Based on ATK’s closing stock price of $70.67 on March 31, 2011, the if-converted value of these -
notes does not exceed the: aggregate pr1n01pal amount of the notes. P

Rank and Guarantees

. The 3.00% Convert1ble Notes, the 2.75%: Convertlble Notes due 2011, the 6.875% Notes, and the
6.75% Notes rank equal in right of payment with each other and all of ATK’s' future senior .
subordinated indebtedness and are subordinated in right of payment to all existing and future semor
indebtedness, including the New Senior Credit Facility. The outstanding notes are guaranteed on an
unsecured basis, jointly and severally and fully and uncondltlonally, by substantially all of ATK’s
domestlc subsidiaries. The parent company has no independent assets or .operations. Subsidiaries of
ATK other than the subsidiary guarantors are minor. All of these guarantor subsidiaries are 100%
owned by ATK. These guarantees are senior subordinated obligations of the applicable subsidiary
guarantors.

Scheduled Minimum Loan Payments

" The scheduled minimum loan payments on outstanding long-term debt are as follows:

Fiscal 2012 . ....... e e e $ 320,000
Fiscal 2013 ............. e e P e - 30,000
Fiscal 2014 ............c...on... e - 40,000 -
- Fiscal 2015 ...:..... e e e SR .. 239453
Fiscal 2016 . ..o ov et ee e e e 40,000 .
Thereafter . .. .....uuuuuuiii e 970,000
TOtal © . e P $1,639,453

ATK’s total debt (current portion of debt and long-term debt) as a percentage of total
capitalization (total debt and stockholders’ equlty) was 58% as of March 31, 2011 and 63% as of
March 31, 2010.

Covenants and Default Provisions

ATK’s New. Senior Credit Facility and the indentures governing the 6.75% Notes, the 6.875%
Notes, the 2.75% Convertible Notes due 2011, and the 3.00% Convertible Notes impose restrictions on.
ATK, including limitations on its ability to incur additional debt, enter into capital leases, grant liens, -
pay dividends and make certain other payments, sell assets, or merge or consolidate with or into
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another entity. In addition, the New Senior Credit Facility limits ATK’s ability to enter into..
sale-and-leaseback transactions. The New Senior Credit Facility also requires that ATK meet and
maintain -specified financial ratios, including a minimum interest coverage ratio.and a maximum.
consolidated senior leverage ratio, and-a maximum consolidated leverage ratio. Many of ATK’s debt
agreements contain cross-default provisions so that non-compliance with the covenants within one debt
agreement could cause a default under other debt agreements as well. ATK’s ability to comply with
these covenants and to meet and maintain the financial ratios may ‘be affected by events beyond its
control. Borrowings under the New Senior Credit Facility are subject to compliance with these
covenants. As of March 31, 2011, ATK was in compliance with the financial covenants.

Cash Paid for Interest on Debt

Cash paid for interest totaled $65,970 in fiscal 2011, $52 840 in fiscal 2010, and $60 019 in fiscal
2009. Cash recelved for interest to_taled $560 in fiscal 2011, $574 in fiscal 2010, and $905 in fiscal 2009.

10. Employee Benefit Plans

ATK provides defined benefit pension plans and defined contribution plans for the majority of its
employees. ATK has tax qualified defined benefit plans, supplemental (nonqualified) defined benefit
pension plans, a defined contribution plan, and a supplemental (non-qualified) defined contribution
plan. A qualified plan meets the requirements of certain sections of the Internal Revenue Code and,
generally, contributions to qualified plans are tax deductible. A quahfled plan typically provides benefits
to a broad group of employees and may not discriminate in favor of highly compensated employees in
coverage, benefits or contributions. In addition, ATK provides medical and life insurance benefits to
certain retirees and-their eligible. dependents through its postretirement plans.

Defined Benefit Plans

ATK is required to reflect the funded status of the pension and other postretirement (“PRB”)-
plans-on the consolidated balance sheet. The funded status of the plans is measured as the difference -
between the plan assets at fair value and the projected benefit obligation. ATK has recognized the
aggregate of all overfunded plans in prepaid pension assets and the aggregate of all underfunded plans
within the accrued pension liability and postretirement and postemployment benefits liabilities. The
portion of the amount by which the actuarial present value of benefits included in the projected benefit
obligation exceeds the fair value of plan assets, payable in the next 12 months, is reflected in other
accrued liabilities. . : :

Prev10usly unrecogmzed differences between actual amounts and estimates based on actuarial
assumptions are included in accumulated other comprehensive loss in our consolidated balance sheet
and the difference between actual amounts and estimates based on actuarial assumptions has been
recognized in other comprehensive income in the period in which they occur.. :

ATK’s measurement date for remeasuring its plan assets and benefit obligations is March 31.

Pension Plans. ATK has qualified noncontributory defined benefit pens1on plans that cover
substantially all employees hired prlor to January 1, 2007. Eligible non-union employees hired on or
after January 1, 2007 and certain union employees are not covered by a defined benefit plan but
substantially all do receive an employer contribution through a defined contribution plan, discussed
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below. The defined benefit plans provide either pension benefits based on employee annual pay levels
and years of credited service or stated amounts for each year of credited service. ATK funds the plans
in accordance with federal requirements calculated using -appropriate. actuarial- methods Dependlng on
the plan they are. covered by, employees generally vest after three: or five years. :

ATK also sponsors a nonquahfled supplemental executive retlrement plan wh1ch provrdes certam
executives and highly compensated employees the opportumty to receive pension benef1ts in excess of
those payable through tax qualified pens1on plans The benefit obligation of these plans is mcluded in
the pension mformat1on below L

Other Postretirement Benefit Plans. Generally, employees who retired from ATK on or before -
January 1, 2004 and were at least age 55 with at least five or ten years of service; depending on ~*
pension plan provisions, are entitled to a pre- and/or post-65 healthcare company subsidy and retiree
life insurance benefits. Employees who retired after, January 1, 2004, but before January 1, 2006 are -
only eligible for a pre-65 company sub81dy The portion of the healthcare premium cost borne by ATK
for such benefits is based on the pension plan they are eligible for, years of service, and age at .
retirement.

The followmg table shows changes in the benefrt obhgatlon plan assets, and funded status of
ATK’s qualified and. non- quahﬁed pension plans and other PRB plans. Benef1t obligation balances
presented below reﬂect the _projected benefit obligation (“PBO”) for our pension plans and
accumulated PRB. oblrgatrons (“APBO”) or our:-other PRB plans

e

" Other"

: Pension Benefits -~ Postretirement Benefits-
“* Years Ended March 31 . - ‘Years Ended March 31

2011 2010 2011 2010
Obligations and Funded Status o
Change jn benefit obligation . .. : o : SRR e Y
Benefit -obligation at begmnmg of year ...... R - $2,628,273  $1,991,312 . $ 178,541  § 154,974
Service COSt .+ v v v v v e e ee e 09904 0 54,603 - 199 .0 - 205
Interest cost ... ..o .. - 150,868 156,898 . - .8,820 11,559
Plan Amendments. . . . . . . . P 109 . — 0 (3974, . —
Actuarial loss (gain) .. ........ %0, G bam , 50,865 583,783 . (2,232) -~ 28,321
Benefits paid ... .,......... . - (159,741)  (158,323) (17,246).  (16,518)
Benefit obligation at end of year ............... $2,740,278 $2,628,273 $ 164,108 § 178,541
Change in plan dssets: : " R ST bt e
Fair value of plan assets at begmnmg of year ... ... "$2,000,854" ‘$1,435,504 - $ 52,130 - $ 41,661
Actual return on plan-asséts ............... N 210,372 '403 763 5,618 "13,790
Retiree contributions. . . .. i S A — 7380 - 7278
Employer contributions, . .. ...« ... SR 12,421 319,910 13,050 .. - 13,197
Benefits paid ........ L e (159,741) _ (158,323) _ (24,627) _ (23,79)
Fair value of plan assets at end of year......... L. $2,063,906 $2,000,854 $ 53,551 $ 52,130

Funded SEatus . . . . ...ooovvnn ... S Coeee.. $.(676372) $ (627419) $(110,557) . $(126 411)
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' " ~.Other
Pension Benefits Postretirement Benefits
Years Ended March 31 Years Ended March 31
. g . 2011 2010 2011 2010
Amounts Recognlzed in the Balance Sheet 7
Other accrued liabilities . e cevewe. $(5016) § (4843) $ (5477) § (5,607)
Postretirement. and postemployment beneflts , o ' ' o
~ liabilities , . ............ e e — — (105,08‘_0)_; '(120,804)
‘Accrued pension liability . .........c.ot oo (671,356) - (622 576) .- —
Net amount recogmzed ...................... $ (676,372) $ (627,419) $(110, 557) $(126 411)
'Accumulated other comprehensxve loss (income)
related to: _ e L
" Unrecognized net actuarial losses . ::........... $1,347,265" "$1,415,529 - § 44,829 .- .$.:52,379
Unrecognized prior service benefit ............ (1,589) (2,087) - (51,174)" (56 196)
Accumulated other comprehenswe loss (1ncome) $1,345,676  $1,413 442 $ (6 345) $ (3 817)

The est1mated amount that will be amort1zed from accumulated other comprehenswe loss mto net
per10d1c beneﬁt cost in flscal 2012 is as follows

Other. . - .

Postretirement

e S , _— .. Pension Benefits

Recognized net actuarial losses . % o . ouv v ... .. S L. $95934 . $2973 "

- Amortization of prior service benefits . ................ ~ (38])  (8381)
CUTOMAL L v e e e $95,553 $(5,408)

The accumulated beneflt obllgauon for all defmed beneflt pensmn plans was $2 445 747 as of :
March. 31, 2011 and $2, 290,015 as of March 31, 2010. ;-

March 31 o
2011 2000 -
: Informatlon for Pension Plans with an Accumulated
" ‘Benefit Obligation in Excess of Plan Assets
Projected benefit obl1gat1on ....................... $2,740,278  $2,628,273
Accumulated benefit obligation . . .. ..... ... ... 00000 2445747 - 2,290,015

Fairvalue of planassets . . . ....................... 2,063,907 -+ 2,000,854 .-
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10. Employee Benefit Plans (Continued)

The components of net periodic benefit cost are as follows:

Other
Pension Benefits Postretirement Benefits
Years Ended March 31 Years Ended March 31
2011 2010 2009 2011 20100 .- 2009 -
Servicecost. .......... ..o i 8 69904 § 54603 $ 60352 8 199 % 205 $ 286
Interestcost ........................ 150,868 156,898 ' 139,798 8,820 11,559 11,807
Expected return on plan assets. . . ... e (176,692) (171,054) (187,661) (3,383) (2,672) (3,810)
Amortization of unrecognized net loss . . . .. 85,448 25,750 27,872 3,083 2,092 2,657
Amortization of unrecognized prior service : : . -
€Ot e v v et (389) (389) (389) (8,548) (8,630) (8,704)
Net periodic benefit cost before special
termination benefits cost / curtailment. ... 129,139 65,808 39,972 171 2,554 2,236
Special termination benefits cost / .
- curtailment ......... e 0 6,287 — (448) — —
Net periodic benefit cost ... ... P 129 139 $ 72,095 $ 39,972 $ (277)$ 2,554 § 2, 236

During the fiscal 2011 ATK recorded a curtailment gain of $448 to recogniie, the impact on PRB
plans associated with the elimination of future medical and life insurance benefits under a negotiated
union contract:

During fiscal 2010 ATK recorded a settlement expense of $6,287 to recognize the impact of lump
sum benefit payments made in the non-qualified supplemental executive retirement plan.

The Medicare Prescrlptlon Drug, Improvement and Modernization Act of 2003 (the Act) reduced
ATK’s APBO measured as of December 31, 2005. One of ATK’s other PRB plans is actuarially
equivalent to Medicare, but ATK does not believe that the subsidies it will receive under the Act will
be significant. Because ATK believes that participation levels in its other PRB plans will decline, the
impact to ATK’s results of operations in any period has not been and is not expected to be significant.

Assumptions

. Other Postretirement
Pension Benefits . Benefits

2011 2010 2009 2011 2010 2009

Weighted-Average Assumptions Used to Determine
Benefit Obligations as of March 31

Discountrate ................. . . ... ... 5.60% 590% 8.15% 5.00% 5.35% 7.90%
Rate of compensation increase:

Union . ...t e e 3.79% 3.84% 3.82%

Salaried . .. ....... ... 4.02% 4.05% 4.09%
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10. Employee Benefit Plans (Continued)

Other Postretirement
Pension Benefits - Benefits

2011 - 2010 2009 . 2011 2010 2009

Weighted-Average Assumptions Used to Determine
Net Periodic Benefit Cost for Years Ended

March 31 v
Discount rate ......... e 590% 8.15% 6.80% 5.35% 7.90% 6.80%
Expected }ong-term rate of return on plan assets ... 800% 8.00% 9.00% 6.00%/ 6.00%/ 6.00%/

. 7.00% 8.00% 8.00%
Rate of compensatlon increase: - '
Union. ..oty i it et e 3.84% 3.82% 3.75%
Salaned [ e e 4.05% - 4. 09% 3.95%

In developing the expected long-term rate of return assumptlon, ATK considers 1nput from its
actuaries and other advisors, annualized returns of various major indices over a long-term time horizon,
and ATK’s own historical 5-year and 10-year compounded investment returns. The expected long-term
rate of return of 8.0% used in fiscal 2011 for the plans was based on an asset allocation range of
35-50% in equity investments, 25-40% in fixed income investments, 5-15% in real estate/real asset
investments, 5-27% collectively in hedge fund and private equity investments, and 0-6% in cash
investments. The actual return in any fiscal year will likely differ from ATK’s assumption, but ATK
estimates its return based on long-term projections and historical results. Therefore, any variance ina
given year does not necessarily indicate that the assumption should be changed.

In developing the expected long-term rate of return assumption for other PRB plans ATK
considers input from actuaries, historical returns, and annualized returns of various major indices over -
long periods. The expected long-term rates of returns are based on the welghted average asset
allocation between the assets held w1th1n the 401(h) and those held in fixed income 1nvestments

: 2012, 2011
Assumed ‘Health Care Cost Trend Rates used to Measure Expected
‘Cost of Benefits S
Weighted average health care cost trend rate .. ......... Ve vee. 1.60% 7.710%
Rate to which the cost trend rate is assumed to dechne (the ultlmate - '
trEnd Tate) v v v it s e e s .. 510% 5. 10% .
Fiscal year that the rate reaches the ultlmate trendrate ........... - 2019 2019

Slnce fiscal 2006, health care cost trend rates have been set specifically for each benefit plan and
~ design. Assumed health care cost trend rates have a significant effect on the amounts reported for
health care plans. A one-percentage’ point increase or decrease in the assumed health care cost trend
rates would have the followmg effects ' : -

One-Percentage  One-Percentage
Point Increase - Point Decrease

Effect on total of service and interest cost. . . . ... .. R VS | - § (392)
Effect on postretirement benefit obligation ......... 8,812 (7,818)
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10. Employee Benefit Plans (Continued)

Plan Assets

Pension‘ ATK’s pension plan weighted-average asset allocations at March 31, 2011 and 2010, and
the target allocations for fiscal 2012, by asset category are as follows:

Target ' "Act'u,‘al-':i.é of
- Range’ ‘March 31 - -
2012 2011 2010
Asset Category '. v ‘ : , , o
Domestic equity - .. . ... .... e 20 -30% 26.6% 250%
Tnternationial €quity . .. ...........ooeeeeeennnn... 10-20% 16.7% 15.1%
Fixedincome . .......... ..o, 30 -40% 34.6% 32.2%
Real @ssetS. . . oo v ittt 5-15% 62% 6.1%
Hedge funds/private equity ... ............ooun.... 5-271% 140% 14.4%
Other investments/cash . . . ... B e 0- 6% 1.9% - 72%
Total . .\ooerreeeninnn S U e 100% 100% 100%

ATK has a committee which, assisted by outside' consultants, evaluates the objectives and
investment pol1c1es concerning its long-term investment goals and asset allocation strategies. Plan assets
are invested in various asset classes that are expected to produce a sufficient level of diversification and
investment return over the long term. The investment goals are (1) to meet or exceed the assumed
actuarial rate of return over the long term within reasonable and prudent levels of risk, and (2) to
preserve the real purchasing power of assets to meet future obligations. The nature and duration of
benefit obligations, along with assumptions concerning asset class returns and return correlations, are
considered when determining an appropriate asset allocation to achieve the investment objectives.
Pension plan assets for ATK’s qualified pension plans are held in a trust for the benefit of the plan
participants and are invested in a diversified portfolio of equity investments, fixed income investments, _
real asset investments (real estate, timber, energy), hedge funds, private equity, and cash. Risk targets
are established and monitored against acceptable ranges. All investment policies and procedures are
designed to ensure that the plans’ investments are in compliance with the Employee Retirement
Income Security Act. Guidelines are established defining permitted investments within each asset class.

During fiscal 2011, ATK continued to implement the investment strategy recommended by the
asset-liability study conducted during fiscal 2010. The results emphasized the importance of managing
the volatility of pension assets relative to pension liabilities while still achieving a competitive
investment return, achieving diversification between and within various asset classes, and managing
other risks. In order to reduce the volatility between the value of pension assets and liabilities, ATK
has continued to increase the.allocation to, and duration of, fixed income investments. ATK regularly
reviews its actual asset allocation and periodically rebalances its investments to the targeted allocation.
when considered appropriate. Target allocation ranges are gulde]mes not limitations, and occasionally
due to market conditions and other factors actual asset allocation may vary above or below a target.

The immementatioﬁ of the investment strategy discussed above is executed through a variety of
investment structures such as: direct share or bond ownership, common/collective trusts, or registered
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10. Employee Benefit Plans (Continued)

investment companies. Valuation methodologies differ for each.of these structures. The valuatlon
methodologies used for these investments structures are as follows: " -

US Government Securities, Corporate Debt,-Common and Preferred Stock, Other Investments, and
Registered Investment Companies: _Investments are valued at the closing price reported on the active
market on Wthh the individual secur1t1es are traded

Common/Collectzve Trusts: Investments in a collective investment vehicle are valued by multlplylng
the investee company’s net asset value per share with the number of units or shares owned at the
valuation date as determined by the investee company. Net asset value per share is determined by the.
investee company’s custodian or fund administrator by deducting from the value of the assets of the
investee company all of its liabilities and the resulting number is divided by the outstandmg number of
shares or -units, Investments held by the CCT, 1nclud1ng collateral invested for securities on loan, are
valued on the ba51s of valuations furnished by a pricing service approved by the CCT’s 1nvestment
manager which determines valuations using methods based on market transactions for comparable
securities and various relationships between securities which aré generally recogmzed by institutional
traders, or at fair value as determined in good faith by the CCT’s investment manager.

Fartnership/Joint Venture Interests: Given the inherent illiquidity. of many partnership/joint venture.
investments, these investments are generally valued based on unobservable inputs that reflect the
reporting entity’s own assumptions about the assumptions that market participants would use pricing
the asset. While the valuation methodologies may differ among each entity, methods:for valuirg these
assets may include, but are not limited to, 1) dlscounted cash flow analysis, 2) net asset values, and
3) comparable trading data for similar investments.

Funds in Insurance Company Accounts: These mvestments are valued at fair value by discounting
the related cash flows based on current yields of similar instruments with comparable duratlons
cons1der1ng the credit-worthiness of the issuer. v -

The methods described above may produce a fair value calculation that inay not be indicative of
net realizable value or reflective of future fair values. Furthermore, whileé ATK believes its valuation
methods are appropriate and consistent with other market participants, the use of different
methodologles or assumptions to determine the fair value of certain fmancxal instruments could result
in a dlfferent fair value measurement at the reporting date.
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10. Employee Benefit Plans (Continued)

Fair Value—The following table presents the pension plan investments using the fair value

hierarchy discussed in Note 2 as of March 31, 2011:

Quoted Prices.

Signiﬁéant S

in Active RPN C
Markets for Significant Other*  Unobservable -
Identical Assets - Observable Inputs © ' Inputs. R
(Levell) (Level 2) (Level 3) Total
Interest-bearing cash ................. $ — ' $ 7,193 $° — $ 793
U.S. Government securltles ............. 260,870 = — - 260,870
Corporate debt . ........ .. ... ... .... ’ L= 316,155 - 316,155 .
Common Stock . . .. .. ... i . 439,096 — — 439,096
Partnershlp/]omt venture interest......... - — 468,796 ' 468,796
Other investments ... .......... R — = - v =
Common/collectlve trusts ............... — 477,191 — © 477,191
Reglstered investment companles ........ 49,207 — — _ ‘49,207
Value of funds in insurance company o R
accounts. . ......... e PO 44,033 1,366 45,399
Total. . ..o v $749,173 $844,572 $47O 162 $2,063,907

The following table presents the pensmn plan 1nvestments usmg the fair value hlerarchy d1scussed

in 'Note 2 as of March 31, 2010:

Quoted Prices

Significant”

in Active -
Markets for Significant Other = Unobservable
Identical Assets Observable Inputs Inputs .

. . : . (Levell) (Level 2) . (Level 3) ) . Total
Interest-bearing cash ................. $ — $ 175,189 $ — - § 175,189
U.S. Government secuntles ........ Ceee 95,372 17,077 — 112,449
Corporate debt .. ................... — 367,083 — 7 367,083
Common Stock. . ... v ui i 362,855 = — 362,855
Partnership/joint venture interest......... = — — 436,480 436,480
Other investments ................... 4,709 — — 4,709
Common/collective trusts . ............. — 451,311 2,827 454,138
Registered investment companies ........ 42,574 — — 42,574
Value of funds in insurance company

-1 o0 101 - 43,927 1,450 45,377
Total . ... i $505,510 $1,054,587 $440,757  $2,000,854
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10. Employee Benefit Plans (Continued)

The following table presents a reconciliation of Level 3 assets held during the year ended:
March 31, 2011:

Common/Collective  Insurance - Partnerships/

e L o Trusts Contracts  Joint Ventures
Balance at April 1,2010. ... .......: e e $2827 - $1,450 '$436,480
Realized gains (losses) .. ......... ..., : 97 4 114,861
Net unrealized gains (losses). . ...................... (25) 8 36,339
Net purchases, issuances, and settlements .............. (1,642) (96) (22,353)
Net transfers into (out of) Level 3 .. ................. (1,257) — 3,469
Balance at March 31, 2011 . ... .ovovurraranan. ..., $ — $1,366  $468,796

The following table presents a reconciliation of Level 3 assets held during the year ended
March 31, 2010:

Common/Collective  Insurance Partnerships/

Trusts Contracts  Joint Ventures
Balance at April 1,2009 . .. ....... ... ... $ 635 $1,622  $309,852
Realized gains (losses) PP - 655 - (14) 395
Net unrealized gains (10SS€8). . . .« oo v v i i e, L — . (48) 35,971
Net purchases; issuances, and settlements ....... e e » 1,537 (110) - 90,262
Net transfers into (out of) Level 3 ................... — - =
Balance at March 31,2010 .. ....................... $2,827 $1,450 $436,480

There was no direct ownership of ATK common stock included in plan assets as of March 31, 2011
or 2010:

Other Postretirément Beneﬁts ATK’S other PRB obl1gat10ns were 33% and 29% pre -funded as of
March 31, 2011 and 2010, respectlvely

Portions of the assets are held in a, 401(h) account held within the: pension master trust and are . -
invested in the same manner as the pension.assets. Approximately 37% and 34% of the assets were
held in the 401(h) account as of March 31, 2011 and 2010, respectively. The remaining assets are in
fixed income investments. ATK’s 1nvestment objective for the other PRB plan assets is the preservation
and safety of capital.

Contributions

ATK made qualified pension plan trust prepayment contributions of $7,600 in March 2011 (fiscal
2011) and $61,600 in April 2011(fiscal 2012). ATK is not required to make additional contributions to
its qualified pension plan in fiscal 2012 but expects to- distribute approximately $5,016 directly to-
retirees under its supplemental executive retirement plans, and contribute approximately-$14,024 to its
other postretirement benefit plans in fiscal 2012. :
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10. Employee Benefit Plans (Continued)
Expected Future Benefit Payments

- The following benefit payments, which reflect expected future service, are expected to be paid in
the years ending March 31. The pension benefits will be paid primarily out of the pension trust. The
postretirement benefit payments are shown net of the expected subsidy for the Medicare prescription
drug benefit under the Medicare Prescription Drug, Improvement and Modernization Act of 2003 -
which are not material to be presented separately.

Pension Other Postretirement

. . Benefits - Benefits -
2002 $ 151,033 $15,853
2013 L. S 151,794 - 15,456 ¢

2014 ....... R R R R R T I , 158,383 15,107

2015 .. ... e e e 164,664 14,620

2016 .. e e 170,747 14,122

2017 through 2021 ., .. ... 1,008,541 63,260

Termmatlon

In the event ATK terminates any of the plans under conditions in which the plan’s assets exceed .
that plan’s obligations, U.S. Government regulations require that a fair allocation of any of the plan’s
assets based on plan contributions that were reimbursed under U.S. Government contracts will be .
returned to the U.S. Government.

Defined Contribution Plan

ATK also sponsors a defined contribution plan. Participation in this plan is available to
substantially all employees. The defined contribution plan is a 401(k) plan to which employees may
contribute up to 50% of their pay (highly compensated employees are subject to limitations). Employee
contributions are invested, at the employees’ direction, among a variety of mvestment alternatives
including an ATK common stock fund. Participants may transfer amounts into and out of the
investment alternatives at any time. Effective January 1, 2004, the ATK matchmg ‘contribution and
non-elective contribution to this plan depends on a partlclpant s years of serv1ce pens1on plan
participation, and certain Gther factors Part1c1pants receive: :

*a matchmg contribution of 100% of the first 3% of the part1c1pant s contrlbuted pay plus 50% of
the next 2% of the participant’s contributed pay, or

* a matching contribution of 50% of the first 6% of the participant’s contributed pay,

++ an automatic enrollment of a 6% pre-tax contribution rate (of which the patticipant can either
- change -or opt out) along with a-matching contribution of 100% of the first 3% of the
participant’s contributed pay plus 50% of the ‘next:3% of the participant’s contributed pay
(subject to one year vesting) and a non-elective contribution based on recognized compensation
and age and service (subject to three year vesting), or

* a non-elective contribution based on the recognized compensation, age, and service (subject to
three year vesting), or
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10. Employee Benefit Plans (Continued)
* no'matching contribution.

ATK’s contributions to the plan were $36,479 in fiscal 2011, $36,009 in fiscal 2010, and $33,745 in
fiscal 2009. ;

As of March 31, 2011, ATK had more than 15,000 employees. Approximately 10% of these
employees were covered by collective bargaining agreements. The majority of represented employees
work at three locations. Two of the major collective bargaining agreements have terms that expire in
calendari2011 and will be renegotiated during calendar 2011, and three others expire in calendar 2012.

11. Income Taxes® . -
Income befdfe income taxes and noncontrolling interest is as __folldWs: a

Years Ended March 31

] 2011 2010 2009
Current: . Lo S
US.. . o e .. $436,026 $433,428 $298,049
Non-US . .. R e 2,648 1,989 - -
: ,‘Igc_orne‘ .before income taxes ’an‘d,‘ ngngpntro]liqg -

interest. . .. ... . e ... $438674 $435417 $298,049

ATK’s income tax provision consists of:,

' Years Ended March 3 -

o 2011 2010 2009
- Current: -
Federal .. .............o i, $ 95,840 $152,421 . $.51,240
State ...... e - 6,054 . 7,390 - 1,425
Non-US ................ e 51— —
Deferred: o
- Federal. . ... e e 25,486  (7,662) 95,051
State . ... (2,468) 4,324 9,380
Non-US ....... ... ... i — — —
Income tax provision ...................... $124963 $156,473 $157,096

The Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010 was
enacted on December 17, 2010. This law retroactively extended the federal R&D tax credit from
January 1, 2010 through December 31, 2011. The impact of this extension was included in the tax rate
for fiscal 2011.
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11, Income Taxes (Continued)
The items responsible for the differences between the federal statutory rate and ATK’s effective
rate are as follows: :

Years Ended March 31
2011 2010 . 2009

Statutory federal income taxrate . ... ............. cvwn. o 350% 35.0% 35.0%
State income taxes, net of federal impact . ... ........... 20% 24% 4.5%
Goodwill impairment <. . . ... ... ... ... e =% —% 12.7%:
Domestic manufacturing deduction ................... 22)% (1.8)% (1.3)%
Research and development credit .................... (0.9% (0.6)% (0.9)%
Change in prior year contmgent tax 11ab111t1es e e @)% 05% —%
Impact of non- US operatlons .................. L 0% —% —%
Other ... ... . i e (1.0)% 02% 0.8%
Change in valuatlon allowance ...................... 01)% 02% 1.9%
Income tax provision ............ ... .. ..., 285% 35.9% 52 7%

Deferred Income Taxes—Deferred income taxes arise because of differences in the t1m1ng of the
recognition-of income and expense items for financial statement reporting and income tax purposes.
The net effect of these temporary differences between the carrying amounts of assets and liabilities are
classified in the - consolidated financial statements of financial position as current or noncurrent assets
or liabilities based upon the classification of the related assets and liabilities or, if there is no
corresponding balance on the balance sheet, the expected period for reversal. As of March 31, 2011
and 2010 the components of deferred tax assets and liabilities were as follows:

Years Ended March 31

2011 2010 .
Defeérred tax assets . . ... .....ouurrnron.... e $ 785,786 $ 948,548
Deferred tax liabilities ............................ (615,303)  (732,813)
Valuation allowance ....................iiuu..... -(4,121) (7,483)
Net deferred tax assets . ............ SRR R VR - $ 166,362 $ 208,252
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11. Income Taxes (Continued)

As of March 31, 2011 and 2010, the deferred tax assets and liabilities resulted from temporary
differences related to the. followmg

March 31
‘ - _ 201 2010
Other comprehensive income provision. ........ e, $ 489423 $ 514,162
Postretirement benefit obligations .. ... ... S v 51,069 57,745
Accruals for employee benefits. . . . . S e eei 044242 49,906
Otherreserves ...:o....... 0 ........ P T ’ 31,638 31,313
Inventory ..................... e e - 13,130 19,088
State carryforwards .. ......... ... . . ... 12,609 9,836
Other . ........ooovviienneennn.... A 11,798 1,708
Pension ...............ciiiiiiiiiiiaeear. (275360) (298150)'
Property, plant, and equipment .................... U (82,164)  (56,094)
Intangible assets .. .........co ... (63,939)  (57,735)
Debt-related . . . ... .. P (61,963)  (56,044)
Valuation allowance .. ...............c.ccvuuu.. . (4,121) . (7,483)
Net deferred income tax asset . . ... ............. S $ 166,362 § 208,252

ATK believes it is more likely than not that the recorded deferred benefits will be realized through
the reduction of future taxable income. The valuation allowance of $4,121 at March 31, 2011 relates to
capital loss carryovers and certain state net operating loss and credit carryforwards that are not
expected to be realized before their expiration. The valuation allowance was decreased by $4,010 during
fiscal 2011 primarily related to expiration of capital loss carryforwards, expiration of state credit
carryforwards, and changes to prior year capital loss carryforwards. The amount was increased by $648
related to the recognition of current year capital losses and a change in the amount of state
carryforward benefits expected to be utilized before expiration.

The deferred tax assets include $7,390 related to state tax credit carryforwards and $5,219 for state
net operating loss carryforwards. These carryforwards expire as follows: $1,084 through fiscal 2015,
$1,174 in fiscal 2016 through fiscal 2020, $5,136 in fiscal 2021 through fiscal 2025, and $4,019 in fiscal
2026 through 2030, and:$149 in fiscal 2031 through 2035. The remaining $941 as well as alternative
minimum tax credits of $106 can be carried forward indefinitely. Additionally the deferred tax assets
include $2,329 of capital loss carryforwards which expire through 2016.

ATK has provided for U.S. deferred income taxes in the amount of $696 on undistributed earnings
not considered permanently reinvested in- our non-U.S. subsidiaries. However, ATK has not provided
for U.S. deferred income taxes or foreign withholding tax on undistributed earnings of $2,648 from our
non-U.S. subsidiaries because such earnings are considered to be permanently reinvested or to be .
distributable only when it is tax efficient to do so. It is not practicable to estimate the amount of tax
that may be payable upon distribution.

Income taxes paid, net of refunds, totaled $141,488 in fiscal 2011, $100, 657 in fiscal 2010, and
$118,760 in fiscal 2009,
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11. Income Taxes (Continued) St

Unrecognized Tax Benefits—Unrecognized tax benefits consist of the carrying vahie of ATK’s - -
recorded uncertain tax positions as well as the potential tax benefits that could. result from other tax .
positions that have not been recognized in the financial statements under current authoritative
guidance. At March 31, 2011, and 2010, unrecognized tax benefits that have not been recognized in the
financial statements amounted to $31,855 and $42,627, respectively, of which $25,206 and $33,695,
respectively, would affeet the effective tax rate,.if recognized. The remaining balance is related to
deferred tax items which. only impact the timing of tax payments.. Although the timing and outcome of
audit settléments are uncertain, it is reasonably possible that.a $640. reduction of the uncertain tax
benefits will occur in the next 12 months. The settlement of these unrecognized tax beneﬁts could
result in earnlngs up to $433 based on current estimates. SR

ATK has classified uncertain tax positions as non-current income tax liabilities unless expected to
be paid within one year. A teconciliation of the begrnmng and énding amount of unrecognlzed tax
benefits,’ excludrng interest and penaltles is as follows:

Year Ended Year Ended =~  Year Ended

‘ D . March 31, 2011 = March 31,.2010,. March 31, 2009
Unrecognized Tax Benefits—beginning of period . . . . ... $ 37,191 $22,603 - $17,361
Gross increases—tax positions in prior periods . . ... .. . 733 -~ 8,753 = + 3,223
Gross decreases—tax positions in prior periods ...... (16,801) (160) (521)
Gross 1ncreases—current—penod tax posmons --:9,621 - .-6,587- - 3451
Settlements . .. ......c......: S S CZC I S e
Lapse of statute. of 11m1tat10ns S T T - (239) .. (592 .- (91D
—Unrecognlzed Tax Beneflts—end- of period ....": '._ e $ 29,532 $37 191 - $22,603

-"ATK reports income ' tax-related interest income withiri‘the income tax: prevision. Penalties‘and
tax-related interest expense are also reported as a component of the income tax provision. As of -
March 31, 2011 and 2010, $1,639 and $4,749 of income- tax-related interest and $683-and’ $687 of
penalties were included in accrued income taxes, respectively.

On July 13, 2010, ATK settled the examination of the fiscal 2007 and 2008 tax returns with the
Internal Revenue Seivice (“IRS”). This settlement resulted in the recogn1t1on of $22,289 of tax benefits
in the 'second’ quarter of fiscal 2011. This benefit includes the federal and state: ‘impact from the closure
of the federal audit as well as‘a- reductron to the reserves for subsequent years.

ATK or one of its subsrdlarles files income tax returns in the U.S. federal, var1ous U S. state and
foreign jurisdictions. With few exceptions, ATK is no longer subject to U.S. federal, state and local; or
foreign income tax examinations by tax authorities for years prior to 2004. The Internal Revenue -
Service has completed the audits of ATK through fiscal 2008. We believe: approprlate prov151ons for all
outstandmg 1ssues have been made for all open years 1n all _]urlSdlCthI‘lS ’

12. Commxtments

ATK leases land, buildings, and equipment under various operating leases, which generally have
renewal options of one to five years. Rent expense was $80,391 in fiscal 2011, $71,486 in fiscal 2010, ' *
and $68,086 in fiscal 2009.
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12. Commitments (Continued)

The: following-table :summarizes ATK’s contractual obligations and commercial commitments as of
March 31,.2011: ST : ‘ G

- Payments due by péi'i_otl

o ,L',I‘otal‘, Less than 1 year .1-3 years 3- S years ‘More than 5 years"
Contractual obligations: T S . ToTuEh
Long-termdebt . ............. $1,639,453 $320,000 $ 70,000 $279,453 $ 970,000
Interest on debt(1) ........... 487,142 71,964 134,195 126,584 - 154,399:
Operating leases . ........... .o 464203 69,594 117,465  102,993. 174,151
Env1ronmental remed1at1on costs,___ C o ‘ A

DEE . e e J. 25531 0 446 2,632 4813 17,640
Pension d other PRB plan , ' T L T _

COHtI‘lbuthIlS e ... 1,041,998 82,469 357,468 355,254 ' 246,807 -

Total contractual obligations ... $3,658,327 $544,473  $681,760 $869,097 -:. $1,562,997

Coinmitluent Expiration by period

. Total = Within'1year 1-3years 3 -5 years

Other commercnal commltments o . - L ima e
Letters of credit ~ ... e e $187,545 $154,717 _ $31,’115_ .,$1,1.13\

@ Includes interest on Varlable rate debt calculated based on interest rates at March 31 2011
Variable rate debt was apprommately 24% of ATK’s total debt at March 31 2011,

The total liability for uncertam tax p0s1t1ons at March 31, 2011 was approx1mately $31 855 (see '
Note 11). None of this amount is expécted to be paid within 12 months and is.therefore classified -
within other long-term liabilities.'ATK is not-able to provide a‘reasonably reliable estimate of the -
tlmmg of future payments relating to the hon-current uncertain tax pos1t10n obllgatlons

Pensmn plan contrlbutlons are an estimate of ATK’s minimum fundmg requlrements through fiscal
2021 to provide pension beneflts for employees based on expected actuarial estimated service accruals
through. fiscal 2021 pursuant to the Employee Retirement Income. Secunty Act,.although ATK may
make . add1t10nal discretionary contributions. These estimates may change 51gn1flcantly depending on the
actual rate of return on plan assets, discount rates, discretionary pension contributions, and regulat1ons.
A substantial portion of ATK’s Plan contributions are recoverable from the U.S. Government as
allowable indirect contract costs at amounts generally equal to the pens10n plan contributions, although
not necessarﬂy in' the same year the contr1but1on is made. : : :

ATK currently leases 1ts facility in Magna Utah from a private party. Th1s fac1l1ty is used i in the
production and testing of some of ATK’s rocket motors. The current lease extends through. September
2022. The lease requires ATK to surrender the property back to its owner in its or1g1nal condition.
Whlle ATK currently anticipates operatmg this fac1l1ty 1ndef1n1tely, ATK could 1ncur s1gn1f1cant costs 1f
ATK were to terminate this lease. :
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12. Commitments (Continued)

 'ATK has known conditional asset retirement obligations; such: as. contractual lease restoration
obligations, to be performed in the future, that are not reasonably estimable due to insufficient
information about the timing and method of settlement of the obligation. Accordingly, these obligations
have not been recorded in the consolidated financial statements. A liability for these obligations will be
recorded in the period when sufficient information regarding timing and method of settlement becomes
avallable to make a reasonable estimate of the liability’s falr Value : :

13. Cont1ngenc1es

Litigation. From time to time, ATK is sub]ect to various legal proceedings, including lawsults
which arise out of, and are incidental to, the conduct of ATK’s business. ATK does not consider any of ~
such proceedings that are currently pending, individually or in the aggregate, notwithstanding that the
unfavorable resolution of any matter may have a material effect on our net earnings in any particular
quarter, to be material to its business or likely to result i in a material adverse effect on its operatmg
results, financial condition, or cash flows. " o

On or about April 10, 2006, a former ATK employee filed a qui tam complaint in federal court in
Utah alleging that ATK knowingly submitted claims for payment to the U.S. Government for defective
LUU series illuminating flares that failed to conform to certain safety specifications and falsely certified
compliance with those specifications. The lawsuit was initially filed under seal. ATK was first informed
of the lawsuit by the United States Department of Justice (“DOJ”) on March 13, 2007. Thereafter, the
DOJ intervened in the qui tam action and filed an amended complaint on November 2, 2007. On
May 29, 2008, ATK filed its answer to the complaint. On January 3, 2011, the trial court issued a
scheduling order setting a preliminary trial date of January 23, 2012. Fact d1scovery is substantially
complete in the case. Expert witness discovery and pre- -trial mot1on pract1ce is underway.

- ATK denies any allegatlons of improper conduct Based on what is’known to ATK about the
subject matter of the complaint, ATK does not believe that it has violated any law- or regulation and
believes it has valid defenses to all allegations of improper conduct. Although it is not possible at this
time to predict the outcome of the litigation, ATK believes, based on all available information, that the
outcome will not have a material adverse effect on its operating results, financial condition or cash
flows. Some potential, however, does remain for an adverse judgment that could be material to ATK’s
financial position, results of operat1ons, or cash flows: As a result of the uncertainty regarding the
outcome of this matter, no provision has been made in the financial statements with respect to this
contingent l1ab111ty

U.S. Govemment Investigations. ATK is also subject to U.S. Government investigations from which
civil, criminal, or administrative proceedings could result. Such proceedings could involve claims by the
U.S. Government for fines, penalties, compensatory and treble damages, restitution, and/or forfeitures.
Under government regulations, a company, or one or more of its operating ‘divisions ot subdivisions,
can also be suspended or debarred from government contracts, or lose its export privileges, based on
the results of investigations. ATK believes, based upon all available information, that the outcome of
any such pending government investigations will not have a material adverse effect on its operating
results, financial condition, or cash flows.

Environmental Liabilities. ATK’s operations and ownership or use of real property are subject to a
number of federal, state, and local environmental laws and regulations, including those for discharge of
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13. Contingencies (Continued)

hazardous materials, remediation of contaminated sites, and restoration of damage to the environment.
At certain sites that ATK owns or operates or formerly owned or operated, there is known or potential
contamination that ATK is required to-investigate or remediate. ATK could incur substantial costs,
including remediation costs, resource restoration costs, fines, and penalties, or third party property
damage or personal injury claims, as a result of liabilities associated with past practlces or violations of
environmental laws or non-compliance with environmental permits. .

The liability for environmental remediation represents management’s best estimate of the present
value of the probable and reasonably estimable costs related to known remediation obligations. The
receivable represents the present value: of the amount that ATK expects to recover, as discussed below.
Both the liability and receivable have been discounted to reflect the present value of the expected
future cash flows, using a discount rate of 2.50% and 2.75% as of March 31, 2011 and 2010,
respectively. ATK’s discount rate is calculated using the 20-year Treasury constant maturities rate, net
of an estimated inflationary factor of 1.9%, rounded to the nearest quarter percent. The following is a
summary of the -amounts recorded for environmental remediation: S

March 31, 2011 March 31, 2010

: ' : Liability - Receivable Liability  'Receivable
Amounts (payable) receivable. . . . . ... . $(59 869) $34,337 $(60, 908) 1 $35,622
Unamortized discount .............. 7,983 (3.862) 8, 724 (4,280)
Present value amounts (payable) - o 7 ) S -

receivable .............. e $(51,886) $30 475 $(52,184) $31,342

Amounts expected to be pa1d or recelved in perlods more than one year from the balance sheet
date are classified as non-current. Of the $51,886 discounted 11ab111ty as of March 31, 2011, $4,160 was.
recorded w1th1n other current 11ab1ht1es and $47,726 was recorded within other long-term liabilities. Of
the $30,475 discounted receivable, ATK recorded $3,714 within other current assets and $26,761 within
other non-current assets. As of March 31, 2011, the estimated discounted range of reasonably possible
costs of environmerital remediation was $51,886 to $83,530.

ATK expects that a portion of its environmental compliance and remediation costs will be
recoverable under U.S. Government contracts. Some of the remediation costs that are not recoverable
from the U.S. Government that are associated with facilities purchased in a business acquisition may be
covered by various 1ndemn1flcat10n agreements, as described below. »

* As part of its acquisition of the Hercules Aerospace Company in fiscal 1995, ATK generally
assumed responsibility for environmental compliance at the facilities acquired from Hercules
(“the Hercules Facilities’ ). ATK believes that a portion of the compliance and remediation costs
associated with the Hercules Facilities will be recoverable under U.S. Government contracts. If
ATK were unable to recover those environmental remediation costs under these contracts, ATK
believes ‘that these costs will be covered by Hercules Incorporated, a subsidiary of Ashland Inc.,
(“Hercules”) under environmental agreements entered into in connection with the Hercules
acquisition. Under these agreements, Hercules has agreed to indemnify ATK for environmental
conditions relating to releases or hazardous waste activities occurring prior to ATK’s purchase of
the Hercules Facilities; fines relating to pre-acquisition environmental compliance; and
environmental claims arising out of breaches of Hercules’ representations and warranties.
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13. Contingencies (Continued)

Hereules is not required to indemnify ATK for any individual:claims below $50.. Hercules is -
- obligated. to. indemnify’ ATK: for the lowest cost response of remediation.required at the facility. *
that is acceptable to the applicable regulatory agencies:. ATK is not responsible for conducting -
~any remedial activities with respect to the Clearwater, FL facility. In accordance with its =~
agreement with Hercules, ATK notified Hercules of all known:contamination on non-federal : -
lands on or before March 31, 2000, and on federal lands on' or-before March 31, .2005.

* ATK generally--assumed responsibility: for environmental compliance at.the. Thiokol Facilities

+ acquired from Alcoa Inc.-(“Alcoa”) in fiseal 2002. ATK expects that a portion of the compliance -

" ‘and:remeédiation costs associated with the acquired Thiokol Facilities will be recoverable under ‘-
U:S. Government contracts. In accordance with its agreement with Alcoa, ATK .notified Alcoa of ~
all known énvironmental remediation issues ‘as of January 30, 2004..0f these known ‘issues, ATK.

. is responsible for any -costs not recovered through U.S. Government contracts at-Thiokol -
Facilities up to'$29,000, ATK and ‘Alcoa have agreed to split evenly any amounts between
$29,000 and $49,000, and ATK is responsible for any payments in excess of $49,000. At this time,
ATK believes that costs not recovered through U.S. Government contracts will be immaterial.

ATK cannot-ensure that the.U.S. Government, Hercules, Alcoa, or other third parties will
reimburse.it for.any particular env1ronmenta1 costs or reimburse ATK in a timely manner or that any
claims for 1ndemn1f1cat10n will not be disputed.. U.S. Government reimbursements for cleanups are
financed otit of -a partrcular agency’s operating budget and the ability of a particular governmental
agency to make timely reimbursements for cleanup costs will be subject to national budgetary -
constraints. ATK’s fallure to obtain, full of timely: reimbursement from the U.S. Government, Hercules,
Alcoa, or other third parties could have a material adverse effect on its operatlng results, financial
condition, or cash flows. While ATK has énvironmental anagement’ programs in' place to ‘mitigate
these risks, and environmental laws and- regulations have not had a material adverse effect on ATK’s
operating results, financial condition, or cash ﬂows 1n the past it is d1fflcult 0 predrct whether they will
have a materral 1mpact in: the future. :

At March 31, 2011 the aggregate undrscounted amounts payable for environmental remediation
costs, net of expected recoveries, are estimated to be:

'

CFiscal 2012 .. L. b LT v el 187446

‘Fiscal 2013 .. ... ... e e P e e e - 72314
Fiscal 2014 . ... ... T . ) £
RSl 2015 S i T e 2,533
FiSCal 2016 - . o v oo s e e e e DU R 2,280
Thereafter ... .. et e e e e e e e e et i - 17,640
Total ......... P L B Louiols $25,531

. There were no materlal Insurance recoveries related to ‘environmental remedlatlon durmg fiscal
2011 2010 or 2009 : . :
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14. Stockholders’ Equity

‘ATK has authorized 5; 000 000 shares of preferred stock, par value $1 00, none of ‘which has been
issued.

ATK sponsors four stock-based incentive plans, which are the Alliant Techsystems Inc. 1990 Equity
Incentive Plan, the Non-Employee Director Restricted Stock Plan, the 2000 Stock Incentive Plan, and
the 2005 Stock Incentive Plan. As of March 31, 2011, ATK has authorized up to 2,382,360 common
shares under the 2005 Stock Incentive Plan, of which 452,397 common shares are ‘available to be
granted. No new grants will be made out of the other three plans.

There are four types of awards outstanding under ATK’s stock incentive plans: performance
awards, total stockholder return performance awards (“TSR awards™), restricted stock, and stock
options. ATK issues treasury shares upon the payment of performance awards and TSR awards, grant
of restrlcted stock, or exercise of stock options. :

As of March 31, 2011, there were up to 696,102 shares reserved for performance awards for key
employees Performance shares are valued at the fair value of ATK stock as of the grant date and
expense is recognized based on the number of shares expected to vest .under the terms of the award
under which they are granted. Of these shares, .

* 93,649 shares were earned during fiscal 2011 upon achievement of certain financial perférmance
goals, including sales. and EPS, for the fiscal 2009 through fiscal 2011 perlod and were
distributed or deferred in May 2011; .

2 35,523 shares were forfeited during fiscal 2011 as certain financial performance goals were not
met for the fiscal 2009 through fiscal 2011 period; :

* up 028,910 shares will become payable only upon achievement of certain financial performance
goals 1nclud1ng sales and EPS, for the fiscal 2010 through fiscal 2012 period;

. up to 241,736 shares will become payable only upon achievement of certain performance goals,
including sales, EPS, and return on invested capital, for the fiscal 2011 through fiscal 2013
period; and \ :

* up to 296,284 shares will become payable only upon achievement of certain performance goals,
1nclud1ng sales, EPS, and return on invested capital, for the fiscal 2012 through flscal 2014
period.

In May 2010,-191,481 shares were distributed or deferred based upon achievement of certain
f1nanc1al performance goals, mcludrng EPS, for the flscal 2008 through flscal 2010 perrod

As of March 31 2011, there were up to 142,060 shares reserved for TSR awards for key .-
employees. ATK uses an integrated Monte Carlo simulation model to determine the fair value of the
TSR awards. The Monte Carlo model calculates the- probability of satisfying the market conditions
stipulated .in the award. This probability is an input into the trinomial lattice model used to determine
the fair value the awards as well as the assumptrons of other variables, including the risk-free interest
rate and expected volatility of ATK’s stock price in future perlods The risk-free rate is based on the
U.S. dollar-denominated U.S. Treasury strip rate with a remaining term that approximates the life
assumed at the date of grant. The weighted average fair value of TSR awards granted was $40.67 and
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14. Stockholders’ Equity (Continued)

$30.56 during fiscal 2011 and 2009, respectively. There were no TSR awards granted during fiscal 2010.
The weighted average assumptions used in estimating the value of the TSR award were as follows:

Fiscal 2011 -

Risk-free rate . . ................ e e e, 1.35%

Expected volat111ty. e e e e e o 27.7%

Expected dividend yield. .. .............. N - 0.7%
Expected awardlife .......... .. ... . ... 3 years
S e S ‘ -  Fiscal 2009

; RlSk £ree rate ...l e e [ 1.17%

Expected volatility. . ........................ e - 25.8%

Expected dividend yleld ..................................... 0%
'Expected award life .o .ot 3 years

of the shares reserved for TSR awards for key employees,

* 41,290 shares will become payable upon satisfaction of the market conditions stipulated for the
fiscal 2010 through.2012 period,

* 37,684 shares will become payable upon ‘satisfaction of the market conditions stipulated for the
fiscal 2011 through 2013 period, and

¢ 63,086 shares will become payable upon satisfaction of the market conditions stlpulated for the
fiscal 2012 through 2014 period.

Restricted stock granted to non-employee directors and certain key employees totaled 84,969
shares in fiscal 2011, 31,523 shares in 2010, and 67,526 shares in fiscal 2009. Restricted shares vest over
periods ranging from one to five years from the date of award and are valued at the fair value of
ATK’s common stock as of the grant; date.

Stock options may be granted periodically, with an exercise price equal to the fair market value of
ATK’s common stock on the date of grant, and generally vest from one to three years from the date of
grant. Since fiscal 2004, options are generally granted with a seven-year term; most grants prior to that
had a ten-year term.

The weighted average fair value of each option grant is estimated on the date of grant using the
Black-Scholes option pricing model and represents the difference between fair market value on the
date of grant and the estimated market value on the expected exercise date. The option pncmg model
requires ATK to make assumptions. The risk-free rate is based on U.S. Treasury zero-coupon issues
with a remaining term that'approximates the expected life assumed at the date of grant. Expected
volatility is-based on the-historical volatility of ATK’s stock over the past five years. The expected
option life is based on the ‘contractual term of the stock option and expected employee exercise and
post-vesting employment termination trends. No options were granted during fiscal 2011 or 2010. The

111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Amounts in'thousands except share and per share data and unless otherwise indicated)

14. Stockholders’ Equity (Continued)

weighted average fair value of options granted was $24.83 during fiscal 2009. The following weighted
average assumptions were used for grants: ‘

“Year ended '
S SR T ..~-March 31, 2009
+ Riskfree rate ............. S A e 2.96%
" Expected volatility . ........... e i 19:11%
Expected dividend yield . ......... e e el 0%
Expected option life. . .. .......... “eaieass e e s dyears.

Total pre-tax stock-based compensatlon expense of $9 740, $16 664, -and $18 952 was recogmzed
during fiscal 2011, 2010, and 2009, respectively. The total income tax benefit’ recognized in-the income
statement for share-based compensatlon was $3 748, $6 461 and $7 514 durmg flscal 2011 2010, and
2009, respectlvely

A summary of ATK’s stock option act1v1ty is as follows .

Year Ended March 31, 2011
’ ' Weighted Average ‘
Remaining. Aggregate Intrinsic

B Weigilted Average Contractual Life Value

Shares Exercise Price (in years) (in 000s)
Outstanding at begmmng of period .... 865373 $60 56 a ' S
Granted ... ...u% .00 . . ... AN C = B
Exercised . .......... R SR (251,406)’~ 54, 97'
Forfelted/eXplred. R < (7,045) .+ . 6232 ST T T
Outstanding at end of period . ... ..... 606,922 .- $62.85 = 12 . - - $11.29.
Options exercisable at end of period ... 601,922 $62.50 ‘ 1.2. 811387 -

The total 1ntr1ns1c value of options. exercised. was $5,064, $6 275, and $6, 379 during fiscal 2011
2010 and 2009, respectlvely Total cash received from options exer01sed was, $13,819, $8,381, and $7,413
durmg frscal 2011, 2010, and 2009, respectlvely “' ,

A summary of ATK’s. performance share award TSR award and restncted stock award activity is
as follows:" : L s t . .

Year Ended March 31 2011

o ‘Weighted Average -
: Shares - Grant Date Fair Value

Nonvested at April 1,2010. ... ...........:.... 353480  ~ $80.71

Granted ............couvuuunui... LLlLLai oo 7237590 T - 70.43
.. Canceled/forfeited ............ A we. (94,599) ... 8430 -
O Vested ... e iy (128, (128,116) .. - 96.30

Nonvested at March 31,2010 J.u ol gt oL .. 854,524 " $78 85" ‘

. As of March 31, 2011, the total unrecognized compensatlon cost related to nonvested stock based
compefisation awards was $7 093 and Is expected to be reahzed over a welghted average period of
1.5 years.
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14. Stockholders’ Equity (Contmued)
Share:Repurchases = * .7 T A B A

On August 5, 2008, ATK’s Board of Directors authorized the repurchase of up to an n additional
5,000,000 shares. The Board has determined that the repurchase program will serve primarily to offset
dilution from thé Company’s employee and director benefit compensation programs, but it may also be
used for other corporate purposes, as determined by the Board. During fiscal 2009, ATK repurchased
299,956 sharesifor $31,609. ATK did not repurchase any shares during fiscal 2011 or 2010. As of
March 31,:2011, there were 4,700,044 remaining shares authorized to be repurchased.: -

Any additional authorized repurchases would be subject to market conditions and ATK’s
compliance-with its debt. covenants. ATK’s: 6.75%Senior:Subordinated Notes and. 6.875% Senior -
Subordinated Notes limit the aggregate.sum: of dividends, share repurchases, and other designated
restricted payments to an-amount based on ATK’s:net income, stock issuance proceeds, and certain
other items, less restricted payments made, since April 1, 2001. As of March 31, 2011, this limit was
approximately $655,000. As of March 31, 2011, the New Senior Credit Facility allows ATK to make
unlimited “restricted payments” (as defined in the credit agreement), which among other items, would
allow payments for. future share repurchases, as long as ATK maintains a certain amount of liquidity
‘and maintains certam senior debt limits; with a limit, when those senior debt limits are not met, of
$250, 000 plus proceeds of. any equrty 1ssuances plus 50% of net income since October 7, 2010.

15, Operatmg Segment Informatlon h

ATK operates its business structure within four operating groups. These operating segments are
defined based on the reporting and review process used by ATK’s chief executive officer and other
management. The operating structure aligns ATK’s capabilities and resources with its customers and -
markets and positions the Company for:long-term growth and 1mproved profltabrllty As of March 31
2011 A’]?K’s four operatmg groups are: -~

. Aerospace Systems, which generated 30%. of ATK’s external sales in fiscal 2011, develops and

o produces focket motor systems for human and cargo launch vehicles, conventlonal and strategrc
missiles, missile defense 1nterceptors small aind mlcro-satelhtes satellite components, structures
and subsystems lightweight space deployables and solar arrays, and provides engineering and
technical services. Additionally, Aerospace Systems operates:in the military and commercial
aircraft and launch structures markets. Other products include ordnance, such as decoy and -
1llummat1ng ﬂares

. Armament Systems Wthh generated 37% of ATK’s external sales in fiscal 2011, develops and
produces milifary small-, medium-, and large- caliber ammunition, precision munitions, gun
systems, and. propellant. and energetic materials. It also operates the U.S. Army ammunition
plants in Independence,-Mo and- Radford, VA.

* Missile Products, wh1ch generated 14% of ATK’s external sales in fiscal 2011, operates across the
following market areas: strike weapons, tactical propulsion, inspace propulsion, hypersonic
research, missile defense -and missile interceptor capabilities, fuzes and warheads, composites,
special mission aircraft, ‘and electronic warfare.

. ‘Secunty and Sportmg, Wthh genera- "d' 19% of ATK’s external sales in flscal 2011, develops and
produces commercial products and tactical systems and equipment.
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15. Operating Segment Information (Continued)

ATK derives the majority of its sales from contracts with, and prime contractors to, the U.S.
Government. ATK’s U.S. Government sales, including sales to U. S Government prime contractors,
durrng the last three f1scal years were as follows S

F‘rscal : o U.S. Government Sales  Percent of sales

2011 Voesoiiooe T 83,281,035 - 68%
201000, .. AT Ce 3,333,425 69%
2009, e S : j' 3,486,456 76%

" The mllltary small- callber ammun1t1on contract fwh1ch is reported within Armament’ Systems, .
contributed approximately 15%, 13%, and 12% of total fiscal 2011, fiscal 2010, and fiscal 2009 sales, .
respectively. No other single contract contributed more than 10% of ATK’s sales in fiscal 2011 2010 or
2009. : N S

- No single commercial customer accounted for 10% or more of ATK’s total, sales dunng fiscal 2011
2010, or 2009. ‘ . L .

ATK’s foreign sales to-customers were - $694 537 in fiscal 2011 $631 978 in fiscal 2010 and
$385,829 in fiscal 2009. Approxrmately 22% of these sales were in Aerospace Systems, 50% were in
Armament Systems, 11% were in Missile Products, and 17% were in’ Security and Sportmg Sales to no
individual country outside the United States accounted for more than 4% of ATK’s sales in f1scal 2011
Substantlally all of ATK'’s assets are held m the Unrted States. ' : SRE

The followmg summarlzes ATK’s results by segment

i ) Year Ended March 31, 2011
Aerospace’ .Armament Missile ., .Security and

Systems Systems Products Sporting Corporate o Total

Sales: : t

External customers. . . .. $1,432,678 $1,806,339 $673,694  $929,553 §$ . — $4 842 264-'

Intercompany......... 12,987 95,072 118,704 10,914 (237, 677) ; —

“Total ........ AT « 1,445,665 1,901,411 - 792,397 940,468 . - (237,677) . 4,842,264
Capital expenditures . . ... B 64916 .- 14,258 © 23,117 - 25,896 2,014 . .130,201
Depreciation . . . ....... - 38,507 28,451 12,714 13,642 - 6,727 100,041
Amortization of 1ntang1ble R U TR S AN T

assets .. .......%0 . 2454 0 0 — Tt 862 7,829 0 T — 11,145
Income before 1nterest o S PR A T R

income taxes and L , L . L

noncontrolling " interest ... 131,011 211,740 | 68,787 128,437 - (14 249) " 525,726
Total assets . .., ..... ... 1,400,833 568,052 524,036 742, 359 1 208 565 - 4,443,845
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15. Operating Segment Information (Continued)

Sales: AT
External customers . ....
Intercompany .........

Capital expenditures . ... ..

Depreciation ......... A

Amortization of 1ntang1ble
assets ...... RPN R

Income before interest,
income taxes and

noncontrollmg interest . ..
Total assets. .. ..........

Sales::
External customers .. ...
Intercompany .........

Capital expenditures . ... ..

Depreciation ........... -

Amortization of intangible
assets . ...
Income before interest,
" income. taxes and
- noncontrolling interest . . .

Total assets. . ... ... ... :

Year Ended March 31, 2010

Aerospace

Armament Missile Security and T e

Systems Systems Products Sporting Corporate Total
$1,623,038  $1,662,583 $760,200 $761,845 $ —  $4,807,666
~..-20,043 99,520 155,341 3,416 (278,320) . —
1,643,081 1,762,103 = 915,541 765,261 (278,320) 4,807,666
61,422 21,222 22,104 33,108 . 5,616 143,472
39,313 ‘ 20,838 -+ 14,047 10,990 : ‘8,55'1 93,739“
1,135 — 3822 01,134 : — 6,091
145,858 168,094 ‘58,653 107,891 31,841 512,337
1,291,660 461,604 679,644 489,345 947,371 3,869,624

. Year Ended March 31, 2009 .. .

- Aerospace = Armament . . Missile Security and. - : S
Systems . . Systems Products Sporting Corporate Total
§1,833,655 $1,406287 $747309 $595973 $ - — $4,583224

11,565 81,988 177,205 5,524 (276,282) —
1,845,220 1,488,275 924,514 601,497 (276,282 4,583,224
48,654 18,090 14,710 11,281 18,746 111,481
36,201 12,606 - 13,245 9,756 8,329 80,137
982 — 4,634 — — 5,616
74,612 .+ 136,420 -+ 93,107 . 57,910 22,408 384,457
1,294,864 . . 425871 695,878 = 464,107 696,625 3 577, 345

' Durmg the thlrd quarter of fiscal 2011 Aerospace Systems recogmzed a $25,000 reduction i in sales
and profit on a commercial aerospace structures program. This reduction in sales and profit resulted
from increased program costs, scope changes, and new factory start-up processes. :

During fiscal 2010, ATK recorded an $11,400 noncash charge within Armament Systems related to
the Company’s TNT production facility and ATK’s decision to procure all future TNT requirements

from an off-shore vendor.

During fiscal 2010, ATK recorded a $24,586 noncash asset impairment charge within Aerospace
Systems and a $13,422 noncash asset impairment charge within Missile Products related to the
Company’s decision to discontinue the use of the Thiokol and MRC trade names, as discussed in

Note 7.

During fiscal 2010 ATK recognized approximately $14,000 of growth in contract costs associated
with the construction of an energetics facility for the Australian Ministry of Defense. As the program
moves closer to completion it has been transitioned from Aerospace Systems Group to the Armament
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued).
(Amounts in thousands except share and per share data and unless otherw1se mdlcated)

15. Operating Segment Information (Continued)

Systems Group given that ATK’s core expertise in high volume energetics production lies within
Armament Systems. :

’ During fiscal 2009, ATK recorded a non- Cash goodwill impairment charge of $108,500 within
Aerospace Systems as discussed in' Note 7.

Certain admlmstratlve functions are prrmarlly managed by ATK at the corporate headquarters
(“Corporate”). Some examples of such functions are human resources, pension and postretirement
benefits, corporate accounting, legal, tax, and treasury. Significant assets and liabilities managed at
Corporate include those associated with debt, pension and postretlrement benefits, envxronrnental
hab1ht1es and income taxes.

Costs related to the adrmmstratlve functlons managed by Corporate are elther recorded at
Corporate or allo¢ated to the business units based on the nature of the expernse. The difference
between pension and postretirement benefit expense calculated under Financial Accouriting Standards -
and the expense calculated under U.S. Cost Accounting Standards is recorded at the: corporate level
which provides for greater clarity on the operating results of the business segments. Administrative -
expenses such as corporate accounting, legal, and treasury costs, are allocated out to the business
segments. Environmental expenses are allocated to each segment based on the origin of the underlying
environmental cost. Transact1ons between. segments are recorded at the segment level, consistent with
ATK’s financial accountlng p011c1es Intercompany balances and transactions involving different N
segments are eliminated at’ATK’s consolidated financial statemerits level. These eliminations are shown»
above in “Corporate” and were $23 390, $30,705, and $27 963 for fiscal 2011, 2010, and 2009, -
respectively. -

16. Quarterly Fihancial Data (Urlaudited)
Quarterly financial data is summarized as follows:

- Fiscal 2011 Quarter Ended
o July 4 October 3 January 2 March 31

SAIES . ..ot $1202151 $1,209235 $1,129.290 $1.301.588
GIrOSS PIOfit . . yvte sies e s viiiin e vre e e e . 252,264 251,090 . 232,800 - . 265,412
Net income attnbutable to Alllant Techsystems Inc. -74,644. 97,246 70,181 71,104
Alliant Techsystems Inc’s earnmgs per common ’ C
share:: ) oy o . L
Basic. earmngs per share ceii e wieee i 226 2.93 211 - 212
Diluted earnings peg share . ............ e 224 291 - 209 - 2:10
Cash dividends per share: -+ =~ = - ‘ ' ‘ ' i 3 '
Declared. . ... v i — ‘ — 020 - —
Paid f".."‘./';". ;'.S\.'. N, Te v - — —_— 0.20
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Amounts in thousands except share and per share data and unless otherwise indicated)

16. Quarterly Financial Data (Unaudited) (Continued)

Fiscal 2010 Quarter Ended

. - July 5 October 4  January 3 March 31

Sales . ... $1,209,134  $1,207,964 $1,141,529  $1,249,039
Grossprofit . ............ . i 259,845 245,702 250,381 275,383
Net income attributable to Alliant Techsystems Inc. 69,431 72,510 78,371 58,402
Alliant Techsystems Inc.’s earnings per common '

share: . R L

Basic earnings pershare .................. 2.12 221 2.38 - L77

Diluted earnings per share . . ............... 2.09 2.19 2.33 1.73 -

The sum of the per share amounts for. the quarters may not equal the total for the year due to the

application of the treasury stock method.

During the third quarter of fiscal 2011, Aerospace Systems recogmzed a $25,000 reductlon in sales
and profit on a commercial aerospace structures program. This reduction in sales and proflt resulted
from increased program costs, scope changes, and new factory start-up processes.

Durmg the fourth quarter of fiscal 2010, ATK recorded a $24, 586 non-cash asset impairment
charge within Aerospace Systems and a.$13,422 noncash asset impairment charge within Missile
Products related to the Company’s decision to discontinue the use of the Thiokol and MRC trade

names as dlscussed in Note 7.

During the fourth quarter of fiscal 2010 ATK recorded a settlement expense of $6,287 to recognize
the impact of lump sum benefit payments made in the non—quahfled supplemental executive retlrement

plan.

17. Subsequent Events

On May 12, 2011, ATK was notified by the U.S. Army that the Company had not been awarded a
contract for the continued operation and maintenance of the RFAAP. ATK has requested a
Government Accountability Office review of the RFAAP competition decision after receiving a
debriefing from the United States Army. The decision to protest the award will not 1mpact the facilities
production or delivery schedules during’the protest period. We cannot give any-assurances that ATK
will be successful with the outcome of this review. Loss of the Radford facility management contract
will reduce Armament System’s and ATK’s sales and profit. ATK will continue to operate its New:
River Energetics facility located at RFAAP, which supports ATK’s commercial business, international
program efforts and other business not directly associated with the RFAAP contract, therefore ATK
does not expect to lose all revenues associated with this division. External sales and EBIT from the
RFAAP contract were approximately $233 million and $14 million, respectively, during ATK’s fiscal
2011. ATK is currently under contract to operate the RFAAP through September 30, 2011, and we -
expect there to be some transition period that could extend beyond that date; therefore we anticipate
continued Radford revenues into fiscal 2012. We are still evaluating the potential impacts of the loss of
the contract, but at this time we do not anticipate any material impairment, severance, or other

charges.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None:

ITEM 9A. CONTROLS AND PROCEDURES :
Disclosure Controls and Procedures '

ATK’s Chief Executlve Officer and Chief Financial Offlcer evaluated the effectlveness of the
design and operatlon of ATK’s disclosute controls and procedures (as defined in Rule 13a-15(¢) under
the Securltles Exchange Act of 1934) as of March 31, 2011 and have concluded that ATK’s disclosure
controls and procedures are effective to ensure that information required to be disclosed by ATK in
reports that ATK files or submits under the Securities Exchange Act of 1934 is recorded, processed,
summarized, and reported w1th1n the time periods specified in the SEC’s rules and forms. These
d1sclosure controls and procedures include, without limitation, controls and procedures designed to
ensure that information required to be disclosed in the reports ATK files or submits is accumulated
and communicated to management, mcludlng the Chief Executive Officer and Chief F1nanc1a1 Ofﬁcer
as appropnate to allow timely demsmns regarding required disclosure.

Changes in Internal Control over Financial Reporting

During the quarter ended March 31, 2011, there was no change in ATK’s internal control over
financial reporting (as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934) that has
materially affected, or is reasonably likely to materially affect, ATK’s internal control over financial
reporting.
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Management’s Report on Internal Control over Financial Reporting

The management of ATK prepared and is responsible for the consolidated financial statements and
all related financial information contained in this Form 10-K. This responsibility includes establishing
and maintaining adequate internal control over financial reporting. ATK’s internal control over
financial reporting was designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance w1th
accounting principles generally accepted in the United States of America.

To comply with the requlrements of Section 404 of the Sarbanes Oxley Act of 2002 ATK de51gned
and implemented a structured and comprehensive assessment process to evaluate its intérnal control
over financial reporting. The assessment of the effectiveness of ATK’s internal’ control over financial
reporting was based on criteria established in Internal Control—Integrated Framework issued by the -
Committee of Sponsorlng ‘Organizations of the Treadway Commission. Because of its 1nherent ‘
limitations, a system of internal control over financial reportmg can prov1de only reasonable assurance
and may not prevent or detect misstatements. Management regularly monitors ATK’s internal control -
over financial reporting, and actions are taken to correct any deficiencies as they are identified. Based -
on our assessment, management has concluded that ATK’s ‘mternal control over f1nanc1al reportmg is
effective as of March 31, 2011.

Our internal control over financial reporting as-of March 31, 2011, has been audited-by Deloitte.&
Touche LLP, an independent reglstered publ1c accounting firm, as stated in their report whlch is;
included herein. .

/s/ MARK W. DEYOUNG
President and Chief Executive Officer

/s/ JOHN L. SHROYER
Senior Vice President and Chief Financial Officer

May 25, 2011
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Report of Independent Registered Public Accounting Firm L
To the Board of Directors and Stockholders of Alliant Techsystems Inc.:

We have audited the internal control over financial reporting of Alliant Techsystems Inc. and
subsidiaries (the “Company”) as of March 31, 2011, based on criteria established in Internal Control—
Integrated Framework issued by the Commijttee of Sponsoring Organizations of the Treadway .. . .
Commission. The Company’s management is responsible for mainfainirig éffective. interna) control over.
financial reporting and for its assessment of the effectiveness of internal control,over financial =~
reporting, included in thé accompanying Management’s Report on Intérnal. Conirol over Financial =
Reporting. Our responsibility is to express an opinion on the Company’s intérnal control over financial
reporting based on pqu,‘_,:audifg.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards tequire that we plan and perform the ‘audit to ‘obtain
reasonable assurance about whether effective intetnial-control over financial reporting-was ‘maintdined " -
in all material respects. Our audit included obtaining ani’ undérstanding of ‘internal’control ovér s
financial reporting, assessing the risk’that'd‘material weakness exists, testing and -evaluating the' design *
and operating effectiveness of internal control, based on the assessed risk,-and performing such other
procedures. as we considered necessary in the, circumstances. We believe that our audit provides a
reasonable basis for our opinion. T T T T e e T

A company’s internal control over financial reporting is a.process designed by, or under the
supervision of, the company’s' principal ‘exécutive and principal financial officefs, or"persons performing
similar functions, and effected by the company’s bord of directors, management, and othér personnel
to provide reasonable assurance régarding the reliability of financial reporting and the preparation of
financial stateents for external purposes in acCordance with'générally accepted accounting principles. -
A company’s internal control over financial reporting includes those policies and procedures that~ -
(1) pertain to, the maintenance. of records that,,in reasonable detail, accurately and fairly reflect the
transactions and-dispositions of the assets of {the company; (2) provide reasonable assurance that ..
transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted-accounting principles, and that receipts and expenditures of the company ‘are being
made only in aceordanee with:authorizations of management and directors of the company; afid .
(3) provide reasonable assurance regarding pteventior or timely detection of unauthorized:acquisition, -
use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the
possibility of collusion- or. improper management everride: of ‘controls, material misstatements due to
error or fraud maynot be prevented or detected on a timely. basis, Also, projections of any evaluation
of the effectiveness; of the internal control over financial reporting:to future.periods are subject to the |
risk that the controls may become inadequate begause of changes in conditions, or that the,degree. of
compliance with the policies. or procedures. may. deteriorate. - e e o

In our opinion, the Company maintained, ri-all material respects, effectivé internal control over
financial reporting as of March 31, 2011, based on the criteria established in Internal Control—
Integrated: Framework issued by thié' Committee. of Sponsoring Organizations 6f the Treadway
Commission. A

- Weihave also audited, in accordance 'with the standards of the Public Company -Accounting .. -
Oversight Board(United States), the consolidated financial statements as of and for the year ended
March 31, 2011, 0f the Company and .our. report dated May 25, 2011 expressed an unqualified .opinion
on those financial statements and included .an explanatory paragraphregarding the Company’s adoption
of new accounting standards. S . : e S

/s/ Deloitte & Touche LLP

Minneapolis, Minnesota
May 25, 2011
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ITEM 9B. OTHER INFORMATION
None. '
" PART HI

~ The m_formatron requrred by Item 10 other than the mformatlon presented below as well as the N
1nformat10n requrred by. Ttems 11 through 14 is 1ncorporated by reference from ATK’s definitive Proxy -
Statement pursuant to Gerieral Instructlon 'G(3) to Form '10-K. AT K w111 f11e 1ts deﬁmtrve Proxy
Statement pursuant to Regulatron 14A by June 30, 2011. '

T IEE T

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Informatron regardmg ATK’s d1rect0rs is mcorporated by reference from the sectlon entltled
Proposal J—Electlon of Directors.in ATK’s Proxy Statement for.the 2011 Annual Meeting of .
Stockholders. Information regarding ATK’s executive offrcers is:set forth under the heading Executzve
Officers.in Ttem 1,of Part I of this Form 10-K and is incorporated by reference in this Item 10. -

Information about compliance with Section 16(a) of the Securities Exchange Act'of 1934 is
incorporated by reference from the section entitled Section” 16(a) Beneficial’ Ownersth Reportmg
Compliance in the 2011 Proxy Statement.

Informatlon regarding ATK’s ‘code of ethlcs (ATK’s Busmess Ethzcs Code of Conduct), which ATK
has adopted for all directors, officers and employees, is mcorporated by reference from the section
entitled Corporate Governance—Business Ethzcs Code of Conduct.in the 2011 Proxy Statement ATK’s’
Business Ethics Code of Conduct is available on our website at WWW. atk com by selectlng About Us and -
then I/Zzlues : .

Since the date of ATK’s 2010 Proxy Statement there have been no matetial changes to the o
procedures by whrch secunty holders may recommend nommees to ATK’s Board'of Dlrectors g

Informatlon regardmg ATK’s Audit Committee, mcludmg the Audit Commlttee s f1nanc1a1 experts
is mcorporated by reference from the section entitled Corporate Govemance—Meetzngs of the Board, and
Board Commzttees—Audzt Commzttee in the 2011 Proxy Statement.- RN : .

ITEM 11 EXECUTIVE COMPENSATION :

Information about compensatron of ATK’s named executive offlcers is mcorporated by reference
from the section entitled Executive Compensation in-the 2011 Proxy Statement. Information about
compensation of ATK’s directors is incorporated by reference from the section entitled Director:
Compensation in the 2011 Proxy Statemerit. Information’ about compensation committee- mterlocks is
incorporated by reference from the section entitled Corporate Govemance—Compensatzon Committee -
Interlocks and Insider Pamczpatzon in the 2011 Proxy Statement :

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Information about security ownership of certain beneficial owners and management is incorporated
by reference from the section entitled Security Ownership:of Certain Beneficial Owners and. Management
in the 2011 Proxy Statement. Information regarding securities authorized for issuance under equity
compensation plans is set forth undet the heading Equity Compensation Plan Informatzon 1n Item 5 of
Part II of this Form 10-K and is incorporated by reference in this Item 12, WET S
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Information regarding transactlons w1th related persons is mcorporated by reference from the
section entitled Certain Relationships and Related Transactions in the 2011 Proxy Statement.

Information about director independence is incorporated by. reference from the séction entltled
Corporate Governance—Director Independence in the 2011 Proxy Statement.

ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES

Informatlon about principal accountant fees and services as well as related pre approval p011c1es
and procedures is incorporated by reférence from the section entitled Fees Pazd to Independent
Registered Public Accounting Fzrm in the 2011 Proxy Statement
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O PART IV 7 i 2ty
ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Documents filed as part of thls Report L T o

1. Fmanc1al Statements .

The followmg is a list of all.of the Consohdated F1nanc1al Statements 1ncluded in Item 8 of Part II:

S R O " - Page:
. Report of Independent Reglstered Pubhc Accountmg Flrm 64
Consohdated Income’ Statement(s cemeae et 65
Consolidated Balance Sheets . e '. e T .':; b, 06
Consolidated Statements of Cash Flows . .............. I L. 67
Consolidated Statement of Stockholders’ Equity . . ..................... 68
Notes to the Consolidated Financial Statements . . .. ................... 69

2. Financial Statement Schedules

All schedules for which provision is made in the applicable accounting regulations of the Securities
and Exchange Commission have been omitted because of the absence of the conditions under which
they are required or because the information required is shown in the financial statements or notes
thereto.

3. Exhibits
See Exhibit Index at the end of this Report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized. _ Lo :

ALLIANT TECHSYSTEMS INC.

Date: May 25, 2011 " By: /s/ JOHN L. SHROYER .

Name: John L. Shroyer
Title: Senior Vice President and Chief
Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.

Signature o » % L
__/s/ MARK W. DE_YOUNG ©_ President and Chief Executive Officer (principal:
" Mark W. DeYoung . - executive officer)
/s/ JOHN L. SHROYER Senior Vice President and Chief Financial Officer
John L. Shroyer (principal financial and accounting officer)
*
Director

Roxanne J. Decyk

*

- Director
Martin C. Faga

*

Chairman of the Board
Ronald R. Fogleman

*

- Director
April H. Foley

*

Tig H. Krekel

Director
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Signature

*

Title

Douglas L. Maine

%

Director

Roman Martinez IV

%

Director

Mark H. Ronald

*

Director

William G. Van Dyke

Date: May 25, 2011

Director

*By: /s/ KEITH D. ROSs

Name: Keith D. Ross
Attorney-in-fact
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. ALLIANT TECHSYSTEMS INC.
FORM 10-K FOR THE FISCAL YEAR ENDED MARCH 31, 2011
EXHIBIT INDEX

The following exhibits are filed electronically with this report unless the exhibit number is followed
by an asterisk (*), in which case the exhibit is incorporated by reference from the document listed. The
applicable Securities and Exchange Commission File Number is 1-10582 unless otherwise indicated.
Exhibit numbers followed by a pound sign (#) identify exhibits that are either a management contract
or compensatory plan or arrangement required to be filed as an exhibit to this Form 10-K. Excluded
from this list of exhibits, pursuant to Paragraph (b) (4) (iii) (A) of Item 601 of Regulation S-K, may be
one or more instruments defining the rights of holders of long—term debt of the Registrant. The
Registrant hereby agrees that it will, upon request of the Securities and Exchange Commission, furnish

to the Commission a copy of any such instrument.

Exhibit -
Number ..

Description of Exhibit. (and document from
which incorporated by reference, if applicable)

3(i).1*
302

3(i).3*

3(i).4*‘ '

3)5*

3(ii).1*

4.1*

422%

4.3.1*

4.2.1*

43.2*

Restated Certificate of Incorporatron of the Registrant, effective July 20, 1990, including
Certificate of Correction effective September 21, 1990 (Exhibit 3(i).1 to Form 10-Q for

‘the quarter ended September 28, 2008).

Certificate of Designations, Preferences and Rights of Series A Junior Participating
Preferred Stock of the Registrant, effective September 28, 1990 (Exhibit 3(i).2 to
Form 10-Q for the quarter ended September 28, 2008).

Certificate of Amendment of Restated ‘Certificate of Incorporation, effective August 8
2001 (Exhibit 3(i).3 to Form 10-Q for the quarter ended September 28, 2008).

Certificate of Amendment of Restated Certificate of Incorporation, effective August 7

b

E

2002 (Exhrblt 3(i).4 to Form 10-Q for the quarter ended September 28, 2008).

Certificate of Amendment of Restated Certificate of Incorporation, effective August 5
2008 (Exhibit 3(i).5 to Form 10-Q for the quarter ended September 28, 2008).

Bylaws of the Registrant, as Amended and Restated Effective August 1, 2006 (Exhibit 3.1
to Form 8-K dated August 1, 2006), .

Form of Certificate for common stock, par value $.01 per share (Exhibit 4.1 to the
Form 10-K for the year ended March 31, 2005).

Rights Agreement, dated as of May 7, 2002, by and between the Registrant and The

2

* Bank of New York Mellon, successor to LaSalle Bank National Association, as rights

agent (Exhlblt 4.1 to the Form 8-A filed on May 14, 2002)

Amendment 1, dated as of November 3, 2010, to the Rights Agreement, dated as of
May 7, 2002, between the Registrant and The Bank of New York Mellon, successor to
LaSalle Bank National Association, as rights agent (Exhibit 4.1 to Form 8-K dated
November 2, 2010).

Call Option Agreement dated as of September 6, 2006, between the Registrant and
Bank of America, N.A. (Exhibit 4.3.1 to the Form 10-K for the year ended March 31,
2007 (the “Fiscal 2007 Form 10-K™)).

Warrant Agreement, dated as of September 6, 2006, between the Registrant and Bank of
America, N.A. (Exhibit 4.3.2 to the Fiscal 2007 Form 10-K).
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Exhibit
Number

Description of Exhibit (and document from
which incorporated by reference, if applicable) -

4.4.1*

‘4.4.2%

4.5.1%

4520

45.3*

4.5.4*

461*

< 4.6.2%

10.1.1*

10.1.2*

Indenture, dated as of September 12, 2006, among the Registrant, as Issuer, the
Subsidiary Guarantors identified in the Indenture (the “Subsidiary Guarantors”) and The
Bank of New York Trust Company, N.A., as Trustee, relating-to 2.75% Convertible . . -

_Senior Subordinated Notes due 2011 (mcludmg form of Convertible Senior Subordmated

Note) (Exhibit 4.1 to Form 8-K dated September 6,.2006).

Registration Rights Agreement, dated as of September 12, 2006, among the Reglstrant
the Subsidiary Guarantors and Banc of America Securities LLC, as ‘Representative of the

Initial Purchasers under the Purchase Agreement (Exhibit 4.2 to Form 8 K dated
© Séptember 6, 2006).

Indenture, dated as of March 15, 2006, between the Registrant and The Bank of Ne\;v :
York Trust Company, N.A., as trustee, relating to 6.75% Senior Subordinated Notes due
2016 (Exhibit 4.9 to the Reglstratlon Statement on Form S-3ASR dated March 2, 2006)

First Supplemental Indenture, dated as of March 15, 2006 among the Registrant, its ~ .
subsidiaries and The Bank of New York Trust Company, N.A,, relating to 6.75% Senior
Subordinated Notes due 2016 (EXhlblt 4.12 to Form 8-K dated March'16, 2006).

- Global .Security representmg the 6.75% Semor Subordinated Notes due 2016, dated

March 15, 2006 (Exhibit 4.13 to Form 8- K dated March 16, 2006)

Second Supplemental Indenture, dated as of September 13, 2010, among the Registrant,
as issuer, certain subsidiaries of the Registrant, as guarantors, and The Bank of New
York Mellon Trust Company, N.A., as trustee, relating to 6. 875% Semor Subordmated
Notes due 2020 (Exhibit 4.1 to Form S-K dated September 8, 2010)-.

Indenture dated as of August 13, 2004 among the Reg1strant as Issuer the Subsidiary
Guarantors identified in the Indenture and BNY Midwest Trust Company, as Trustee,

-relating to 3.00% Convertible Senior Subordinated Notes ‘due 2024 (Exhlblt 4.1to

Form 10-Q for the quarter ended October 3, 2004).

First Supplemental Indenture dated as of October 26 2004 to Indenture, dated as of
August 13, 2004 among the Registrant, as Issuer, Subsidiary Guarantors identified in the
Indenture and BNY Midwest. Trust Company, as Trustee (Exhibit 4.2 to Form 10-Q for
the quarter ended October 3, 2004) .

Amended and Restated Credlt Agreement dated as of March 29,. .2007, among the
Reg1strant the Lenders named therein; Bank of America, N A., as Adm1n1strat1ve Agent;
Calyon, New York Branch, as Syndication Agent; Royal Bank of Scotland and U.S. Bank
National Association, as Co-Documentation Agents; Banc of America Securities LLC
(BAS) and Calyon, New York Branch, as Joint Lead Arrangers; and BAS, as Sole

“Bookrunning Manager (Exhibit 10.1 to Form 10-Q for the quarter ended July 5, 2009).

Second Amended and Restated Credit Agreement, dated as of October 7, 2010, among
the Registrant as the Borrower; the Lenders named therein; Bank of America, N.A., as
Administrative Agent; The Royal Bank of Scotland plc, U.S. Bank National Association,
Wells Fargo Bank, National Association, and SunTrust Bank as Co-Syndication Agents;
Banc of America Securities LLC, RBS Securities Inc., U.S. Bank National Association,
Wells Fargo Securities, LLC, and SunTrust Robinson Humphrey, Inc. as Joint Lead
Arrangers; and Banc of America Securities LLC, as Sole Bookrunning Manager
(Exhibit 10.1 to Form 8-K dated October 7, 2010).
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Exhibit
Number

Description of Exhibit (and document from
‘which incorporated by reference, if applicable)

102*‘7

10.3*
10.4.1*

10.4.2* -

~10.5% -

L 10.6%#

10.7%#

10.8%#

10.9%#

10.11%#

10.12%#
10.13.1%#

10.13.2%# -

10.13.3*#

Purchase. and Sale Agreement dated as of October 28, 1994, between- the Registrant and
Hercules Incorporated (the “Purchase Agreement”), including certain exhibits and
certain schedules and a list of schedules and exhibits omitted (Exhibit 2 to Form 8-K
dated October 28 1994)

Master Amendment to. Purchase Agreement, dated as of March 15, 1995 between the
Registrant and Hercules Incorporated, including exhibits (Exhrbrt 2. 2 to Form 8-K dated
March 15, 1995). ‘

Environmental Agreement, dated as of October 28, 1994, between the Registrant and
Hercules Incorporated (Exhibit 10.2.1 to the Form 10-K for the year-ended March 31,
2003 (the “Fiscal 2003 Form 10-K”)). :

-Amendment to Environmental Agreement dated March 15, 1995 (Exhrbrt 10.2.2 to the
..;Fiscal 2003. Form 10-K). :

Form of Indemnification Agreement between the Registrant and its- directors and officers
(Exhibit 10.6 to Amendment No. 1, filed September 17, 1990, to the Form 10
Registration Statement filed with the. Securities and Exchange Commission on July 20,
1990)

Description of non-employee Directors’ cash and. equlty compensatlon (“Dlrector
Compensation—Summary Compensation Information” on page 22 of Schedule 14A filed
on June 17, 2010).

Non-Employee Drrector Restricted Stock Award and Stock Deferral Program (as
amended and restated October 30, 2007) Under the Alliant. Techsystems Inc. 2005 Stock

Incentive Plan (Exhibit 10.1 to Form 8-K dated October 29, 2007).

Amended and Restated Non-Employee Director.Restric,ted Stock Plan, Amended and ‘
Restated as of October 30, 2007 (Exhibit 10.3 to Form 8-K dated October 29, 2007). 7

Deferred Fee Plan for Non- Employee ‘Directors, as amended and restated October 30,

. 2007 (Exh1b1t 10.2 to Form 8-K dated October 29, 2007).

o ,10.10’?‘#-",;, 'Descrrptron of compensation arrangement for Mark- W. DeYoung, the Reglstrant s Ch1ef

Executive Officer (Item 5.02 of Form 8:K dated February 2, 2010).

Description of compensation arrangements for John L., Shroyer, the Registrant’s interim

. Chief Executive Officer; and for an independent non-executive Chairman of the Board of

the Regrstrant (Item 5. 02 of Form 8- K dated December 17, 2009).

Alliant; Techsystems Inc. Executlve Officer Incentive Plan (Exh1b1t 10 1 to Form 8-K
dated August 1, 2006).

.Alliant Techsystems Inc. 2005 Stock Incentlve Plan As Amended and Restated Effecnve

August 4, 2009 (Exhibit 10.1 to Form 8-K dated August 4, 2009).

Form of Non-Qualified Stock Option Agreement (Cliff Vesting) under the Alliant
Techsystems Inc. 2005 Stock Incentive Plan (Exhibit-10.25.2 to the Form 10-K for the
year ended March 31, 2006 (the “Fiscal 2006 Form 10-K”)).

Form of Non-Qualified Stock Option Award Agreement (Installment Vesting) under the
Alliant Techsystems Inc. 2005 Stock Incentive Plan (Exhlbrt 10.25.3 to the Fiscal 2006
Form 10- K)
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Exhibit
Number

‘+:Description of Exhibit (and document from
whlch incorporated by reference, if applicable)

10.13.5%#

10.13.9*#

10.13.10#

10.13.11%#

10.14.2%#

10.14.4*#

10.14.5*#

10.15.2*#

110.13:4#.

10.13.6%#:

10.13.7#"

10.13.8*#

1014.1%#
£ - v (Exhibit 10.16.1 tor the Fiscal 2007 Form 10-K) '

10.14.3%#:

10.14.6%# '

‘130,'15,;'.1*# a

¥ Form of Performance Award Agreement under the Alliant Techsystems Inc 2005 Stock

Incentive Plan for the Fiscal Year 2009-2011 Performance Period (Exhlblt 10.14.9 to the

-+ Form 10:K for the year ended March 31, 2008).-

Form of Performance Growth Award Agreement under the Alliant Techsystems Inc.

.. 2005 Stock Incentive Plan for the Fiscal Year 2010-2012 Performance Period

(Exhibit 10.14.8 to the Form 10-K for the year-ended March 31, 2009 (the “Fiscal 2009
Form 10-K)).

Form of Performance Growth Award-:Agreement: under the Alliant Techsystems Inc.

+ 2005:Stock Incentive Plan for the Fiscal Year 2011-2013 Performance Period

(Exhibit 10.3 to the Form 10-Q for the quarter ended July 4, 2010).

Form of Performance Growth Award Agreement under the Alliant Techsystems Inc. -
2005 Stock Incentive Plan for the Fiscal Year 2012-2014 Performance:Period.

Form of Relative Stockholder Return Performance Award Agreement under the Alliant

+ Techsystems In¢. 2005 Stock.Incentive Plan for the.Fiscal Year 2010- 2012 Performance
© Period (Exhibit 10.14.9 to the Fiscal-2009 Form 10-K).

Form of Relative Stockholder Return Performance AwardAgreement under the Alliant
Techsystems Iric.. 2005 Stock Incentive Plan for the Fiscal Year 2011-2013 Performarce

" Period (Exhibit10:4 to the Form' 10-Q for the quarter ended July 4, 2010).

Form of Relative Stockholder Return Performance Award‘Ag'reement under the Alliant

C Techsystems Inc. 2005 Stock Incentive - Plan for the Frscal Year: 2012 2014 Performance
.Period. R : Do

Form of Restricted Stock Award'Agreement under the Alliant Tech§ysterﬁs Inc.
2005 Stock Incentlve Plan (EXhlblt 10 25.7 to the Fiscal 2006 Form 10-K).’

Amended and Restated ‘Alliant Techsystems Inc. 1990 Equlty Incentlve Plan -

Amendment No. { to Amended and Restated Alliant Techsystems Inc 1990 Equity

* Incentive Plan effective-May 8, 2001 (Exhibit 10.7.2 to the Form 10 K for the year ended

March 31; 2002 (the “Fiscal 2002 Form 10-K”)).

‘Amendment No.:2 to: Amended and Restated Alliant Techsystems Inc. 1990 Equity
“Incentive Plan: effectrve March 19;:2002 (Exhlblt 10.7.3 to the Fiscal 2002 Form 10-K).

Amendment No. 3 to Amended and Restated Alliant Techsystems Inc. 1990 Equity
Incentive Plan effective October 29, 2002 (Exhibit 10.6.4 to the Fiscal 2004 Form 10-K).

Amendment No. 4 to Amended and Restated Alliant TechS};stems‘ Inc. 1990 Equity
Incentive Plan: effective October 29, 2002 (Exh1b1t 103 to Form 8- K dated January 30,
2007). N

-Form of Non-Qualified Stock Option Agreement under the’ Amended and Restated
~Alliant Techsystems Inc 1990. Equlty Incentlve Plan’ (Exhlblt 10.1 to Form 8-K dated

February 4, 2005).

First Amendment and Restatement of 2000 Stock Incentive Plan effective January 23,

2001 (Exhibit 10.25.1 to thé Fiscal 2002 Form 10-K).

Amendment 1 to First Amendment and Restatement of 2000 Stock Incentive Plan
effective April 24, 2001 (Exhibit 10.25.2 to the Fiscal 2002 Form 10-K).
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Exhibit
Number

. Descriptiont ‘of Exhibit (aiid document from
whlch incorporated by: reference, if appllcable)

+10.15.4*#

10.15.5*#

10.16.1%#

10.16.2*#

10.17*#

10.18.1*#

10.18.2*#

10.19.1*#

10.19.2%#
10.20*#

10.21.1%#
10.21.2%#

10.22.1%#
10.22.2%#
10.22.3*#

12

14

21

23

24

31.1

10.153%#

Amendment 2 to First Amendment and Restatement of 2000 Stock-Incentive Plan *
effective January 21, 2002 (Exh1b1t 10 25 3 to the Fiscal 2002 Form 10- K)

.-/Amendment 3 to First Amendment and Restatement of Alllant Techsystems Inc

2000 Stock Incentive Plan (Exhibit 10.2 to Form 10-Q for the quarter ended October 3,
2004).

Amendment 4 to First Amendment and Restatement of Alllant Techsysterns Inc.
2000 Stock Incentlve Plan (Exh1b1t 102 to Form 8K dated January 30 2007).

LI AR
Toeawr U

Alliant Techsystems Inc. Nonquahfled Deferred Compensat1on Plan as Amended and
Restated October 29, 2007 (Exhibit 10.6 to:Form 8-K dated-October 29,2007). .+ : .

Trust Agreement for Nonqualified Deferred Compensation Plan effective J anuary-1; 2003
(Exhibit 10.9.2 to the Flscal 2003 Form 10- K)

Alliant Techsystems Inc Executwe Severance Plan as amended effecuve October 29 2007
(Exhibit 10.7 to Form 8-K dated October 29, 2007).

Alliant Techsystems Inc. Supplemental Executive Retirement Plan, as Amended and
Restated October 29, 2007 (Exhibit 10.4 to Form 8-K dated October 29, 2007).

Schedule 1, Updated as of January 13, 2009, to Alliant Techsystems, Inc. Supplemental
Executive Retirement Plan (Exhibit 10.19.2 to the Fiscal 2009 Form 10-K).

Alliant Techsystems Inc. Defined Contribution Supplemental Executive Retirement Plan,
Amended and Restated October 29, 2007 (Exhibit 10.5 to Form 8-K dated October 29,
2007).

- Amendment to the Alliant Techsystems Inc. Defined Contribution Supplemental

Executive Retirement Plan (Exhibit 10.1 to Form 8-K dated January 28, 2008).

Alliant Techsystems Inc. Income Security Plan, As Amended and Restated, Effective
May 3, 2010 (Exhibit 10.1 to Form 8-K dated May 3, 2010).

Trust Under Income Security Plan dated May 4, 1998 (effective March 2, 1998), by and
between the Registrant and U.S. Bank National Association (Exhibit 10.20.1 to the
Form 10-K for the fiscal year ended March 31, 1998 (the “Fiscal 1998 Form 10-K”)).

First Amendment to the Trust Under the Income Security Plan effective December 4,
2001, by and between the Registrant and U.S. Bank Nat10na1 Association (Exhibit 10.17.2
to the Fiscal 2002 Form 10-K).

Executive Split Dollar Life Insurance Plan (Exhibit 10.9 to the Fiscal 1998 Form 10-K).
Split Dollar Life Insurance Agreement (Exhibit 10.9.2 to the Fiscal 1998 Form 10-K).
Executive Life Insurance Agreement (Exhibit 10.9.1 to the Fiscal 1998 Form 10-K).
Computation of Ratio of Earnings to Fixed Charges.

The Registrant’s Business Ethics Code of Conduct.

Subsidiaries of the Registrant as of March 31, 2011.

Consent of Independent Registered Public Accounting Firm.

Power of Attorney.

Certification of Chief Executive Officer.
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Exhibit " Description of Exhibit (and document from
Number which incorporated-by reference, if applicable)
312 .0 Certlflcatlon of Chief. FmanCIal Offlcer :
32 Certlflcatlon of Chief Executive Offlcer and Chlef Financial Officer pursuant to
w18 US.Co Sectlon 1350 ‘as adopted pursuant to Section 906 of the Sarbanes-Oxley Act.of
- -2002.

101.INS XBRL Instance Document.
101.SCH  XBRL Taxonomy Extension Schema Document.
101.QAL XBRL Taxonomy Extension Calculation Linlg_base_Document.
101.LAB '~ :XBRL Taxonomy Extension Labels Linkbase Document.
101.DEF -~ '~ XBRL Taxonomy Extension Definition Linkbase Document.

101.PRE

XBRL Taxonomy Extension Presentation Linkbase ‘Document.
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Board of Directors

Ronald R. Fogleman®?

Non-Executive Chairman of the Board, ATK.
President, B Bar J Cattle and Consulting
Company, a consulting firm.

Roxanne J. Decyk>®
Former Executive Vice President of Global
Government Affairs, Royal Dutch Shell plc.

Mark W. DeYoung
Director, President and Chief Executive Officer,
ATK.

Martin C. Faga2®
Retired President and Chief Executive Officer of
the MITRE Corporation, a not-for-profit systems
engineering firm.

April H. Foley'"
Former United States Ambassador to Hungary.

Tig H. Krekel®

Vice Chairman and partner, J.F Lehman &
Company, a New York private-equity
investment bank. ’

Douglas L. Maine
Former Chief Financial Officer, International
Business Machines Corporation (IBM).

Roman Martinez IV"
Private investor. Former Managing Director,
Lehman Brothers, an investment banking firm.

Mark H. Ronald"

Former Chairman of the Board, BAE

Systems Inc., the wholly-owned U.S. subsidiary
of BAE Systems plc, a British aerospace and
defense company.

William G. Van Dyke!'?

Former Chairman and Chief Executive Officer,
Donaldson Company, Inc., a provider of
filtration systems and replacement parts.

(1)Audit Committee
(2)Nominating and Governance Committee
(3)Personnel and Compensation Committee

Company Website

ATK Officers

Mark W. DeYoung
President and Chief Executive Officer

Steven J. Cortese
Senior Vice President Washington Operations

Karen Davies
Senior Vice President and President Armament
Systems

Ronald P. Johnson
Senior Vice President and President Security
and Sporting

Michael A. Kahn
Senior Vice President and President Missile
Products

Jeff D. Kubacki
Senior Vice President and Chief Information
Officer

Blake E. Larson
Senior Vice President and President Aerospace
Systems

Robert E. Mullins
Senior Vice President Corporate Strategy and
Communications

Keith D. Ross
Senior Vice President, General Counsel, and
Secretary

John L. Shroyer
Senior Vice President and Chief Financial
Officer

Jay Tibbets
Senior Vice President of Business Development

Christine A. Wolf
Senior Vice President Human Resources

Corporate Information

Corporate Headquarters

7480 Flying Cloud Drive
Minneapolis, MN 55344
Telephone: 952-351-3000

E-mail: alliant.corporate@atk.com

Annual Meeting of Stockholders

The Annual Meeting of Stockholders will be
held at Corporate Headquarters at 9:00 a.m. on
August 2, 2011,

Common Stock

ATK common stock is listed on the New York
Stock Exchange under ATK and in stock tables
under AlliantTech. During FY11, approximately
90 million shares were traded. The closing
stock price ranged from a low of $60.32 to a
high of $83.40.

Independent Registered Public Accounting
Firm -
Deloitte & Touche LLP

50 South Sixth Street

Suite 2800

Minneapolis, MN 55402-1538

Transfer Agent and Registrar

Stockholder inquiries should be directed to
Transfer Agent/Registrar BNY Mellon
Shareowner Services

480 Washington Blvd.

Jersey City, New Jersey 07310-1900
Telephone: 866-865-6322

Website: https://m1.melloninvestor.com/
mellonone

Investor and Media Inquiries

Inquiries from investors should be directed to
Jeff Huebschen, Director, Investor Relations
Telephone: 952-351-2929

E-mail: Jeff. Huebschen@ATK.com

Inquiries from the media should be directed to
Bryce Hallowell, Vice President, Corporate
Communications

Telephone: 952-351-3087

E-mail: Bryce.Hallowell@ATK.com

The ATK website at www.ATK.com includes biographies of directors and executive officers, as well as information on the company’s corporate governance
guidelines, and the charters of the committees of the Board of Directors.

Forward-Looking Statements

Certain information discussed in this 2011 Annual Report to Stockholders constitutes forward-looking statements as defined in the Private Securities Litigation
Reform Act of 1995. Although ATK believes that the expectations reflected in such forward-looking statements are based on reasonable assumptions, it can give
no assurance that its expectations will be achieved. Forward-looking information is subject to certain risks, trends, and uncertainties that could cause actual
results to differ materially from those projected. Among these factors are: assumptions related to the profitability of current commercial aerospace structures
programs; the challenges of developing new launch vehicles and the uncertainty regarding the Administration’s next-generation heavy lift vehicle architecture;
changes in governmental spending, budgetary policies and product sourcing strategies; the company’s competitive environment; risks inherent in the
development and manufacture of advanced technology; risks associated with the diversification into new markets; increases in commodity costs, energy prices,
and production costs; the terms and timing of awards and contracts; program performance; program terminations; changes in cost estimates related to
relocation of facilities; the outcome of contingencies, including litigation and environmental remediation; actual pension asset returns and assumptions
regarding future returns, discount rates and service costs; capitai market volatility and corresponding assumptions related to the company’s shares outstanding;
the availability of capital market financing; changes to accounting standards; changes in tax rules or pronouncements; economic conditions; and the company’s
capital deployment strategy, including debt repayment, dividend payments, share repurchases, pension funding, mergers and acquisitions and any integration
thereof. ATK undertakes no obligation to update any forward-looking statements. For further information on factors that could impact ATK, and statements
contained herein, please refer to ATK’s most recent Annual Report on Form 10-K and any subsequent quarterly reports on Form 10-Q and current reports on
Form 8-K filed with the U.S. Securities and Exchange Commission.
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